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move
to democracy
The democratic process in Nigeria slid farther
into confusion during a weekend of indecision
by the military government, which has allowed
a legal technicality to suppress the results of
presidential elections held on June 12. Page 16

Mew crisis tor Major threatens: A fresh
crisis for the UK government was threatened
last night as support faded last night for Michael
Mates, the UK junior minister linked to Asil Nadir
the businessman who fled to northern Cyprus
last month. Page 16

French ministers protest: France's legislative
crackdown on crime and clandestine immigration
has provoked a backlash from two powerful centrist
ministers. Page 2; Temporary permits for workers
in Italy, Page 2

Bundesbank under fire: European monetary
policy makers are increasingly disenchanted
with the Bundesbank's refusal to lower Germany's
interest rates and are questioning the survival
of the European monetary system in its present
form. Page 2

Azerbaijan power struggle: Heydar Aliyev,
the Brezhnev-era communist boss who on Friday
assumed power in Azerbaijan, was last night
in conflict with Surat Husseynov, the military
rebel who helped him gain the presidency. An
international oil deal is threatened by the political

turmoil. Page 4

Egypt Brotherhood speaks out: Egypt’s
Moslem Brotherhood, previously criticised by
the government for not condemning Moslem
militant violence, denounced Friday's Cairo bomb
which killed seven people. Background, Page 5

The Fernini family surrendered financial

and managerial control of their troubled agro-indus-
trial and chemical empire, paving the way for

a radical shake-up of Italy's second largest private

industrial group. Page 17

Netherlands Car (NedCar), the Dutch
carmaker owned jointly by Mitsubishi Motors
ofJapan, Volvo of Sweden and the Dutch govern-
ment, suffered a net loss ofFI 243.6m ($13&9m)
last year, its third year of rising losses. Page 19

44 Ka-shing rebuffed: Li Ka-sbing and his

mainland Chinese partner, Citic Pacific, were
dealt a rare rebuff when Henderson Investment
emerged as the owner of35 per cent of Miramar -

Hotel and Investment, currently under offer by
U's Cheung Kong and Citic. Page 17

Reforms hit Europe drugs Industry: Europe's
pharmaceuticals industry are continuing to suffer

the effects of healthcare reforms in Germany
and Italy, with drugs sales in the seven largest

markets falling to $15.66bn (£10.4bn) in the four

months to April 1993 from $16.65bn year on year.

Page 2

European Monetary System The D-Mark
starts the week in a very weak position in the

exchange rate mechanism's grid. Although still

third from bottom in the table, its divergence

indicator has dropped to around minus 29 percent-

age points in recent days. If the dollar continues
to advance against the D-Mark, the German cur-

rency could fell to bottom place in the grid for

the first time since 1987. Currencies, Page 25
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The chart shorn the member currencies of the

exchange rate mechanism measured against the

weakest currency tn the EMS's narrow 2.25 per

centfluctuation band. In practice, currencies in

the narrow band cannot rise more than 2225 per

cent from the weakest currency in that part of

the system The Spanish peseta and Portuguese

escudo operate with 6per centfluctuation bands.

Ukraine president backs dowru Ukrainian

president Leonid Kravchuk retreated in a battle

over extra powers for the popular reformist prime

minister, Leonid Kuchma. Page 4

200 feared dead In BanSl*<
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Nearly 200 Bangladeshis were believed dead after

heavy flooding across Bangladesh left around

lm people without relief supplies in the worst

hit areas.

British Coal may dose core mines: British

Coal expects to close within a year some of the

19 mines previously considered rts ™re Pits- fuel-

ling controversy about the industry’s

adding to the UK government s political problems.

Page 6

IfffijQ reopens: The Uffizi Gallery in Florence

was partly reopened just 23 daysafter

was seriously damaged by a car bomb blast that

also killed five people. Page 2

Sir Wffliam Golding: The*

novelist who died at the weekend is celebrated

on Page 13.

held near papal route: Police

detained a 33-year-old Pole found

sword shortly before the Pope arrived for a visrt

to central Italy.
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Japan’s ruling party fights to curb defections
By Robert Thomson In Tokyo

JAPAN'S ruling Liberal Democratic
party was fighting yesterday to keep its

parliamentary members from defecting,

as two centrist groups planned new par-
ties for the July 18 election, which may
end four decades or LDP government.
Senior LDP officials conceded that the

party might be defeated at the election,

called after Prime Minister Kiicbi Miya-
zawa lost a no-confidence motion on Fri-

day when a rebel faction voted against

the party.

The political upheaval in Tokyo is

expected to dominate Japanese financial

markets this week after Friday’s sharp
2Vi per cent drop in the value of the yen

against the dollar. However, analysts are
uncertain whether the possibility of the

LDP losing its 38-year-old hold on power
means the end of the yen's bull run,

which has seen a 16 per cent rise in the

Japanese currency against the dollar

this year.
While braced for short-term weakness

ahead of the election, they point out that

Japan's huge trade surplus is

deep-rooted and still favours the yen.

Sensing that the LDP is more vulnerable
than at any time since 1955. when it took
office, the Social Democratic party, the

largest opposition group, yesterday said

a coalition government could be formed
with LDP defectors if they succeed in

attracting voter support.

DtecipHnartan with a vision —Page 14

Bank governor says Japan must act

to cut trade surplus Page 16

The LDP decided to bold the election

as soon as possible, believing that the

new groups will find it difficult in the

time allotted to choose candidates and
raise binds for an effective campaign.
Party officials were also conscious that

the trial for tax evasion of Mr Shin
Kanemaru, the former LDP godfather,

begins on July 22.

Mr Tsutomu Kata, whose LDP faction

brought down the government, is expec-

ted to announce his resignation from the

party tomorrow and the formation of a
new party a day later. He hopes to put
forward at least 170 candidates for the
512 seats to be contested in the election.

“It's important to put an end to one-
party rule - that’s one part of political

refonn which could create dynamism,"
Mr Hata said, referring to tbe LDP's
possible defeat. He also defended himself
against criticism that he had tarnished

the country's international reputation
by triggering an election at a time when
Japan is preparing to host a Group of

Seven summit, due to begin on July 7.

Mr Hata said tbe LDP chose to pro-

voke the political upheaval by foiling to

address political reform, especially the
redrawing of electoral boundaries and

tougher controls on donations intended
to clean up Japanese politics.

The scent of a share in government
has encouraged the SDP, which has lan-

guished in opposition without any real

chance of leading the country. Mr Sadao
Ynmahana, the SDP's chairman, said his
party was willing to share power with a

new Hata-led party.

LDP members fear they will be pun-

ished by voters next month, a fear also
reflected among candidates for Tokyo
city council elections to be held on Sun-

day. At least two LDP-endorsed candi-'

dates are now standing as independents.

Apart from Mr Hata, a second group of

10 LDP members belonging to the Mitsn-
zuka faction ore planning a new party.

Plan signals greater freedom for hauliers

EC agrees on
common system
for road charges
By David Gardner in Luxembourg

THE BIGGEST liberalisation of
the European Community road
haulage market was agreed late

on Saturday night by transport

ministers of the 12, filling in one
of the most gaping holes in the

EC's single market
Agreement on a common sys-

tem of charging lorries for using

EC roads unlocked an accord by
the 12 to phase in road cabotage
- allowing hauliers from one
member state to pick up and
deliver goods within another
member state.

National restrictions mean that

about one in three EC trucks
returns empty after delivering its

load, making a mockery of the

single market's proclaimed goal

of free movement In goods and
services and adding to transport

costs and road congestion. The
deal means that hauliers will

increasingly be able to ply for

trade throughout their trips

across Europe, a right confined at

the moment to those possessing

scarce licences covering less than

1 per cent of the main national

haulage markets.
The present level of 18,530

licences will be raised to 30,000 in

January next year. It will then be
increased by 30 per cent annually

until unrestricted cabotage
comes into effect on July 1 1998.

Mr John MacGregor, UK trans-

port minister, said as the deal

was about to be struck at mid-
night on Saturday: It’s a bit late,

but we’ve completed the single

market in transport.”

Mr Robert Coleman, head of

the European Commission's
transport directorate, described

the road transport package as
“the most difficult harmonisation
problem we have had to solve".

The deal was made possible

when Germany, the Benelux
countries and Denmark agreed

on a common fee, or. “vignette",

for lorries over 12 tonnes using
their motorways and principal

roads.

Germany had refused to open
its roads to outside competition

until common charging had been
agreed. Bonn's attempt unilater-

ally to impose a DM9,000 (£3,600)

annual road charge on non-
German lorries was outlawed as

discriminatory by the European
Court of Justice in May 1992.

On Saturday, tbe 12 agreed on
a maximum annual road user's

fee of Ecul.250 - around a quar-

ter of the German level - review-

able every two years. The five

countries that are going ahead
with the system from January
1995 will operate a regional

vignette to be displayed by lor-

ries using their road system.

Nine of the 12, including the

UK, have already signalled their

intention eventually to introduce

road charging, and Saturday's
agreement also encourages mem-
ber states to bring in road user

charges for cars.

Mr Matthias Wissmann, the
German transport minister,

hailed the agreement as “a great

breakthrough for Europe",
reminding his colleagues that
Germany started pushing its

partners on road charging in
1968- “For the first time, we will

have a fair attribution of costs

for trucks in Europe," he said.

Germany will get 73 per cent of

the proceeds from the vignette,

with 13 per cent going to Bel-

gium, 9 per cent to the Nether-
lands. 4 per cent to Denmark and
1 per cent to Luxembourg. Ger-

many has said it intends to
devote the proceeds to moderni-
sing its railway infrastructure.

A daily charge of Ecu6 (£4.75)

for infrequent road-users was
also agreed, beaten down from
Ecus by peripheral countries
including Greece, Ireland and
Portugal- A weekly and monthly
rate is to be agreed later.

The road charge system is part

of a package aimed at making
transport costs more equal, to

prevent unfair competitive
advantage when cabotage comes
into effect It includes a mini-
mum excise duty on fuel of

Ecu245 per 1,000 litres, in force

since January, and a minimum
vehicle tax of Ecu929 on a refer-

ence of 40 tonnes of lorry weight,

beginning in January 1995.

France, which says it needs
time to deal with 2,300 different

rates of national vehicle tax, will

be allowed to charge half the
minimum rate until the end of

1997, as will Italy, Portugal, Spain
and Greece.

EC summit urged to act on
growing unemployment crisis
By Lionel Barber and
Phffip Stephens In Copenhagen

EC leaders open a two-day
summit today under growing
pressure to deal with the unem-
ployment crisis in tbe Commu-
nity, including calls among par-

ticipants for a co-ordinated

reduction in European interest

rates and a tougher trade policy

toward Asia.

Spain and France are leading

the pressure for new steps to

stem the growing tide of unem-

ployed, expected to top 18m this

year. But the Danish presidency

of the EC - supported by the UK
and Germany - is holding firm

against protectionist measures

which supporters claim will pro-

tect jobs in Europe.

Trade is likely to be tbe most

divisive issue at the summit,

which will also endorse proposals

to integrate six former commu-

nist countries in eastern and cen-

tral Europe into the EC. EC lead-

ers will also discuss bow to

salvage something from the col-

lapse of the international peace

initiative in Bosnia.

Mr Poul Nyrup Rasmussen,

Danish prime minister, declared
that tbe summit would mark a

“turning point”, now that ratifi-

cation of the Maastricht treaty

was complete in Denmark and
drawing closer in the UK.
Mr Rasmussen was speaking

after a Socialist leaders' meeting
in Copenhagen called for a co-or-

dinated reduction in European
interest rates, saying the EC
risked a social explosion without
measures to promote growth.

The Danish prime minister
offered little prospect that EC
leaders would reach any agree-

ment beyond a general exhorta-

tion on the need for greater eco-

nomic policy coordination and
public investment. On the call for

lower interest rates, he cautioned

about possible negative reaction

from tbe markets and opposition

from the German Bundesbank.

EC diplomats predicted that
the summit would focus more on
an analysis of the unemployment
crisis in Europe, rather than con-

crete new measures. The high-

light is likely to be today's pre-

sentation by Mr Jacques Defers,

European Commission President.

Aides to Mr Defers said he would

reject a retreat from the Euro-

pean welfere state: “He will focus

not on whether to keep the Euro-

pean system of social protection,

but how."
Mr John Major, UK prime min-

ister, is expected to attack unnec-

essary employment costs, such as

the Maastricht treaty’s social

chapter. EC diplomats predicted

friction if Mr Major pushed his

case for greater deregulation too

hard, or if he sounded a trium-

phalist note now that the EC is

reconsidering social policies it

supported in the more upbeat
economic period prior to the sign-

ing of the Maastricht treaty.

Along with Chancellor Helmut
Kohl of Germany, Mr Major is

also likely tn oppose calls for lim-

ited protectionism from France

and urge leaders to renew efforts

to reach a Gaft Uruguay Round
agreement by the end of the year.

In a presummit interview,

President Francois Mitterrand of

France said he favoured the EC
adopting new rules to protect its

industries against imports.

Europe's jobs crisis. Page 3
Bosnia plan in tatters, Page 16
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Tunnel vision: the first Channel tunnel train emerges at Folkestone yesterday behind a diesel locomotive

Train of the future pulled into view
THE FIRST Channel tunnel
express train to be seen in
Britain emerged from the tunnel

month at Folkestone yesterday

morning - crawling behind a

French diesel locomotive that

had palled it through the tunnel
writes Richard Tomkins.
Tbe electrically-powered train,

built in France, was unable to

make its own way to British

shores because the electrical

systems in the tunnel have not
yet been switched on.

A total of 38 Eurostar Channel
tunnel express trains are being
bnilt by GEC Alsthom, the

Anglo-French engineering com-
pany, at £24m apiece. They will

run between London and Paris in

3hrs and between London and
Brussels in Shrs 10m ins when
the tunnel opens next year.

The trains are modelled on the

French trains & grande vttesse

but have been specially adapted

so that they can operate on the

three different electrical and sig-

nalling systems in use in Bel-

gium, Britain and France.

The prototype that arrived yes-

terday has undergone months of

trials in France and will be
tested in England. That testing is

particularly important to estab-

lish how the trains will perform
using the comparatively low-
voltage electrical system in use
on Network SouthEasL
Although capable of speeds np

to 186 mph on the new
high-speed line opening this year
on the French side of tbe tunnel,

the trains will be restricted to

lOOuph on Britain's conven-
tional tracks.

Government plans to build a
new line from London to the
coast, possibly around the turn
of the century, would raise the

maximum speed to 140mph.
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INSIDE

Dutch carmaker’s
third year of losses
Netheriand^ar (NedCar). the Dutch carmaker
owrrad jointly by Mitsubishi Motors of Japan Volvo
of Sweden and the Dutch government, has suf-
ferad its third year of rising losses. Page 19

Nike slips up
Nika.theUSfootwear maker, has warned that its
earnings tor the year to May 1994 win fall below
Wall Street expectations. The news sent Its shares
plunging. Page 19

Chinese milestone
OfficiatefromChma and Hong Kang have signed a
milestone agreement to facilitate co-operation on
securities. The memorandum prepares the way for
the listing of mainland companies on the Hong
Kong stock exchange. Page 19

Thom steps out of lighting
ThomEMI.headed by Sir

Colin Southgate (left), is

expected to announce the
sale of its lighting division

tor about Cl50m today.
The purchaser is believed
to be Investcorp, the Bah-
rain-financed international

investment bank. The
move would fit In with
Thom's attempt to con-
centrate on music and
music publishing, and on
rentals. Page IB

Duo recall eighties days
MiTonyGartland and Mr Jeff Whalley, two of the
most active dealmakers In UK engineering during
the last decade, are bringing Quadramatic to the
stock market Plans include going on the acquisi-
tion trail. Page 18

Mediterranean favour
WiththeMediterranean bond markets back in

favour, many analysts are confident that this wave
of convergence will be sustained. The last one
crashed a year ago when the Danes voted against
the Maastricht treaty. Page 20

Prospective pt/e ratio
Thelatestprespective p/e ratio for the "500' index
tor calendar 1993 is 14.5, according to IBES, the

consensus estimates service (last week: 14.4). This
compares with an IBES estimated p/e for the ‘500"

of 19 (18.7} for calendar 1992.
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Ferruzzi family surrenders control
By Robert Graham In Rome

THE FERRUZZI family
surrendered financial and mana-
gerial control of their troubled
agro-industrial and cbemicai
empire over the weekend, paving
the way for a radical shake-up of
the group.
The latest, twist In the saga

came as Milan magistrates
announced they were opening a
file on the Ferruzzi debacle. The
move appeared primarily
intended to protect minority

I
n mid-1989. stock market
enthusiasts were calling Sun
Alliance the world's greatest

insurance company.
Record pre-tax profits of

£372.4m in 1988 - on premium
income of £2L25bn - and enviable
financial strength made tbe com-
pany the star of the UK insur-

ance industry. Its solvency ratio
- the yardstick which compares
net assets to premium income -

climbed to 124 per cent by the

end of 1989, comfortably ahead of

its rivals.

But three years on, the advan-
tage has been lost.

Losses of some £500m on
domestic mortgage indemnity
policies and falls in the value of
its property and equity invest-

ments have reduced its capital

base by nearly 50 per cent to

£1.5bn.

And, camped on its doorstep, is

Mr Donald Gordon, the South
African who gradually squeezed
his way to control of Sun Life

and now calls his 3 per cent stake

in Sun Alliance a "strategic
investment in embryo".
Mr Gordon said earlier this

month that Transatlantic Hold-
ings. his South African and
French-controlled financial ser-

vices group, would take a “closer

interest" in tbe affairs of Sun
Alliance.

“The image that comes to mind
is erf a buDdog. These guys won’t
go away." says Mr Tom Bennett,

analyst with Basque Paribas
Capital Markets. “If I was Sun
Alliance, rd feel nervous now,”
says a merchant banker.
The situation presents a chal-

lenge to a management which
has been accused of overconfid-

ence. In the 1980s conservatism
served Sun Alliance well. It

shareholders following the reve-

lation two weeks ago that the

group bad consolidated debts of

L31.000bn ($21bn).
Ferruzzi-Montedison is already

being Investigated for the circum-

stances surrounding the reorgan-
isation of the chemicals industry

through the 1990 sale of its 40 per
cent stake In Enimant to ENl, the
state oil concern.

Tbe new management of both
Ferruzzi Finanziaria (Ferfin), the

family's financial holding com-
pany, and Montedison, the main

avoided the kind of risky foreign

ventures that ensnared Guardian
Royal Exchange in Italy and Gen-
eral Accident in Australasia. It

eschewed the trendy thinking
about distribution which led both
Royal and the Prudential to buy
lo&s-maklng chains of estate

agents.

Instead the company focused
on building up its share of the

UK market for home, life and
motor insurance products. Its

decision to invest heavily in the

domestic equity and property
markets led to strong growth in

its asset base, as share prices and
property values soared.

However market conditions
changed at the turn of the decade
and the strategy quickly began to

unraveL
The company's share of the

home insurance market and its

investment orientation left It

heavily exposed to two years of
bad weather losses and the rig-

ours of the UK recession.

Worst of all, as the housing
market slumped the company
recorded underwriting losses of
hundreds of millions of pounds
on domestic mortgage indemnity
policies, which insure mortgage
lenders against the losses they
make on the sales of repossessed

properties.

B y the end of 1992, Sun Alli-

ance's solvency margin
had fallen to 54 per cent -

much nearer the industry aver-

age. Mr Stephen Bird, an analyst

with Smith New Court, says:

“Sun Alliance was different and
superior to other composites.
Now they are just one of the
pack."

Critics suggest that the com-
pany had not properly assessed

the risks to which it was exposed.

industrial holding, is to be
chaired by Mr Guido Rossi, a

company law expert and former
head of Consob. the Milan stock
exchange watchdog. The chief
executive will be Mr Enrico
Bondi, who comes from Gilardini,

Fiat’s aerospace/defence group,
but who has spent many years in

the chemicals industry including
a period with Montedison.
Mr Rossi appears to be tbe

choice of Mr Enrico Cuccia, the
head of Mediobanca which is

organising the rescue through a

Profit/loss before taxation (Em)
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One former manager says the
group was “obsessed" with its

building society connections,
which generated high volume
sales of home insurance, while a
decision in the mid-1980s not to

buy reinsurance reflected “over-

confidence. They thought the sun
would never set"
“They have coolly let go of

£1.5bn by not managing the con-

centration of risk on their bal-

ance sheet,” says another ana-
lyst.

While the downturn in the UK
insurance industry led many of
the group's financially weaker
competitors to introduce changes
relatively rapidly. Sun Alliance's

financial strength shielded the
company from these pressures
and delayed the pace of change.

ft now insists that the prob-

lems are being addressed. Mr
Arthur Hayes, who coordinates

global strategy and asset man-
agement, says that the losses

from mortgage indemnity were
an “enormous blow", but that
over the past 18 months the
group's problems “have been
tackled with a great deal of vig-

our”.

pool of the five main creditor

banks. Both Mr Arturo Ferruzzi,

the chairman, and Mr Carlo
Sama, the current chief execu-
tive, married to one of Arturo's
three sisters, will be relegated to

honorary roles.

Late on Friday the Ferruzzi
family agreed to pledge their
entire holding of 560m shares in

Ferfin to the consortium of five

banks. This majority stake
has been pledged to cover out-

standing Ferfin debts of
Ll5,I23bn. Tbe family will retain

1988 1987 1988 1989

Donald Gradon
' .CWrrmaroOraiwaaiwHqboIdkjgs';

He points to the rise within the

organisation of younger manag-
ers, such as Mr Jim Rochelle,

managing director of the group's

UK non-life subsidiary, and to a
14 per cent cut in staff numbers
as evidence of a new mood.
The pace of change could hot

up now that Sir Chrikopher Ben-
son, the property man and chair-

man of Boots, has taken on the

chair. Sir Christopher is widely

expected, for example, to urge a

more open strategy for public
relations.

T here are signs, too, that

Sun Alliance is beginning
to tackle its dependency

on the UK market. The acquisi-

tion of Denmark's Hafnia earlier

this year has helped strengthen

the group's position in continen-

tal Europe, which now generates

about 23 per cent of its premi-

ums.
However, Sun Alliance still

attracts some harsh criticism.

"My lasting impression is of a

very top heavy management with
a very old fashioned style. They
seem to have preserved a lot of
features that other companies
have got rid of,” says one man-

voting and dividend rights.

Over the weekend the Rank of
Italy sought to answer mounting
criticism that it should have
known about Ferruzzi's debts
and acted earlier to prevent such
a dramatic collapse. It replied
that none of the banks lending to

Ferruzzi-Montedison had
exceeded the normal rules on
risk exposure. Monitoring of the
companies had to be in the hands
of creditor banks, it was not its

duty to do so.
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agement consultant who recently
worked with the company. “The
feeling you have with the com-
pany is that it doesn't know
where it is going."

This may be an extreme view,

but critics question a number of

features within the group. “There
are pockets of excellence, but
much of the business is medio-
cre," says one analyst. Problem
areas include the the quality of
the group’s motor business, espe-

cially the portfolio of third party
policies.

Other observers suggest Sun
Alliance has been slower than
some of its rivals to exploit the

trend towards direct telephone
sales of motor policies.

“There are important changes
in the way business is being
done. We don’t think Sun Alli-

ance is addressing these issues,”

says Mr David Hudson, analyst

with Credit Lyonnais Laing. “I

wouldn't have thought at this

stage that they were more
strongly focused than any other

composite insurance company."
It seems the City has still to be

convinced that the issues are

being addressed quickly enough.

Rebuff for

Mr Li in

Hong
Kong bid
By Simon Holberton in Hong
Kong

MR LI Ea-shing and his
mainland Chinese partner, Citic

Pacific, were dealt a rare rebuff
over tbe weekend when Hender-
son Investment emerged as the

owner of 35 per cent of Miramar
Hotel and Investment, currently

under offer by Mr Li's Cheung
Kong and Cttic.

Henderson, controlled by rival

Hong Kong property tycoon Mr
Lee Shau-kee, paid HKS17 a

share and HKSI0 a warrant for

34.8 per cent of Miramar's shares
and 34.5 per cent of its warrants.

Both prices were 50 cents higher
than the revised offer Mr U and
Citic made for the hotels and
property group late last week.
Cheung Kong and Citic imme-

diately raised their offer to the

level at which Henderson had
dealt, valuing Miramar at
HESS.63bn.
But the emergence of Hender-

son in the Miramar contest
betrays a miscalculation on the
part of Mr Li, generally regarded
as one of Hong Kong's most
astute property tycoons. Con-
tested takeovers in Hong Kong
are rare. Usually controlling

shareholders of companies under
potential offer are squared off

first making tbe bid a formality.

None of the parties are talking

to the media, but it appears from
public statements by Miramar’s
now former controlling share-
holders that Mr Li and Citic’s Mr
Larry Yang failed to woo the
board in time-honoured fashion.

Last week Miramar denounced
tbe bid as “unfriendly" and
claimed the company was worth
HK$20 a share.

However, tbe stage appears set

for some quintessential Hong
Kong horse trading as Hender-
son's Mr Lee has indicated at the
weekend be had no plans to
make a foil offer. His minority
stake would enable him to make
a deal with Mr Li and Citic or
prevent them from exercising

control over Miramar's assets.

These include the 500-room
Miramar Hotel in Tsimshatsui,
Kowloon's main tourist district,

as well as 900,000 sq ft of office

space in the same area. Both are
viewed as being under-exploited

by their former owners.
Property analysts in Hong

Kong regard both properties as

ripe for redevelopment. With
Cttic’s mainland Chinese connec-
tions, analysts believe if Mr Li

and Citic were to succeed in the

bid, they could finance a large

part of the offer by selling office

space to mainland interests.

Richard Lapper reports on a UK insurer with fresh reason to tackle its problems

Sun in shadow Sun Alllancet: the fat and the lean years

Share prim relative to FTArCompoalte insurance sector
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M r Robin Leigh-Pemb*

erton made a vale-

dictory plea last

week. Giving his last Mansion
House speech as governor of

the Bank of England, he urged

the great and good io British

society to find a way of recon-

ciling greater autonomy for the

bank with accountability to

parliament
Just a couple of days later,

Mr Donald Brash, governor of

the Reserve Bank of New Zea-

ag, land, was telling some of the

tamo great and good at a meet-

ing of the European Policy

Forum In London how they

solve the Aiiamma down under.

Both men are determined

inflation fighters who, at pres-

ent, are operating monetary
policies in countries with low

inflation. But Mr Leigh-Pemb-

erton has made no secret of his

belief that an independent

Bank of England would be bet-

ter able to combat inflation

than one that takes orders

from the Treasury.

The problem in Britain has

always been finding a way of

reconciling a more autono-

mous central bank with parlia-

Anentary accountability on

^matters of monetary policy.

The German Bundesbank

model of an independent cen-

tral Hank is not transferable to

the UK because of the account-

ability problem. „
Mr Leigh-Pemberton’s call

for “politicians, academics and

the City" to consider ways out

of the dflwnma was inspired in

part by signs ofgreater flexibil-

ity in Downing Street.

Responding to Mr Norman
Lament’s resignation speech,

Mr John Major, the prime min-

ister, said there was “a genu-

ine case” for an independent

central hank. He indicated that

he would regard the idea more

favourably “were a way to be

i found to get the benefits of an
* independent central bank with-

’ out the loss of parliamentary

accountability.”

It is here that Mr Brash's

address to the European Policy

Forum last week on New Zea-

land's experience with central

The Brash lesson

on central bank
independence
hank independence is relevant

to the UK. New Zealand has a

Westminster style parliament.

It also seems to have found a

way of making its monetary
policy accountable to parlia-

ment while still giving its cen-

tral bank sufficient indepen-

dence to pursue price stability.

At the heart of the New Zea-

land model is a contract

between the government and
its central bank. The govern-

ment, as Mr Brash explained,

is barred from instructing the

Reserve Rank on how to oper-

ate monetary policy to achieve

and maintain price stability.

or big changes in import or
export prices. But in that case,

the bank has to detail its esti-

mate of tbe impact on prices

and the inflation target
The government can also

change the objective of mone-
tary policy by invoking an
override provision. But this

must be handled in a “formal

and public” manner. If the

override provision conflicts

with the PTA, a new agree-

ment must be negotiated and
presented to parliament.

To Europeans used to the

Bundesbank model, the over-

ride seems a singular weakness

Economics Notebook
By Peter Norman

use, the bank is

ndent of the gov-

i said.

rank’s governing

xplicitly acknowl-

rovernment has a

etary policy. The

defines the bank's

stability in a pol-

agreement (PTA)

reraor. It also has

change the objec-

•tary policy as set

serve Bank act

it PTA, signed by

id Ms Ruth Richr

» New Zealand

ster, declares that

teases of 0 to 2 per

consumer prices

isistent with price

allows that the

move out of the

because of partic-

itural disasters

in the New Zealand approach.

But Mr Brash considers that

any government attempting to

use the override for short-term

political aims, such as giving a

boost to the economy ahead of

an election, would be likely to

cause a huge political row and

greatly damage New Zealand's

standing in international bond

markets. He is probably right

in doubting whether any gov-

ernment would invoke it.

The New Zealand model is

also noteworthy for what Mr
Brash calls Its “robust and
transparent accountability

mechanisms”. The fact that the

bank’s "primary function" is to

achieve price stability makes it

simple to decide whkher it is

meeting its obligations. The

PTA, by defining price stability

as 0 to 2 per cent CPI inflation,

makes Judgment on this score

even earner.

Because Mr Brash’s name is

on the PTA, he can be held

accountable if the bank fails to

meet its stability target and in

extremis dismissed by tbe

finance minister. His perfor-

mance is also monitored by a
board of directors.

At least every six mouths,
the bank must publish and put
before parliament a monetary
policy statement Mr Brash is

frequently cross examined on
this statement by parliament's

finance and expenditure select

committee, (endoptart)

In Mr Brash's view, New Zea-

land's experience shows that it

is possible to have an indepen-

dent central bank that is politi-

cally accountable under a

Westminster-style government
But, although a senior repre-

sentative of the UK Treasury
was making copious notes as

Mr Brash spoke last Thursday,
it would he premature to

expect the UK to rush to follow

New Zealand's example.

Central bank independence
in New Zealand was launched

under the favourable star of

genuine bi-partisan political

support. That could not be

guaranteed in the UK.
Moreover, the New Zealand

model has yet to be tested in

onrwtiAnns other than those of

disinflation and recovery from
deep recession.

Then there is the Maastricht

Treaty. Because it gives tbe

government override powers,

the New Zealand model is

incompatible with the Maas-

tricht rules on central bank

independence.

On the other hand, Mr Frank

Vibart, the director of the

European policy forum, points

out that In some respects, such

as accountability, tbe New Zea-

land model appears superior to

the plans for an Independent

European central bank system

uniter the Maastricht Treaty.

He believes tbe UK should

adopt the New Zealand

approach for the Bank of

England, while seeking to per-

suade the rest of the EC to

incorporate its better features

into tbe Maastricht blueprint-

Guidance
round the

insider

minefield
By Steve Thompson

A LEADING UK stockbroking
firm has warned that if listed

companies retreat into their
shells because of recent
insider trading scares, they
coold risk “an ill-informed

market from which no-one
benefits".

A report by Hoare Govett
Corporate Finance says that
companies should monitor
market expectations. If there

are changes in trading, they
should consider making a
Stock Exchange statement
Fears that companies will

clam up have followed the
public censure of London
International Group by the
Stock Exchange and tbe sepa-

rate conviction of the analyst

Mr Tborold Mackie of insider

trading offences.

Last week NFC, the trans-

port group, said it might drop
its “best view" forecasts of
future profits because of con-

cern about methods of commu-
nicating information.

Hoare’s report was written

to provide companies with
guidance on how to mamtAin

contacts with the market
within the present rules.

It says companies should
make more use of the formal

opportunities provided by
results announcements and
annual meetings to set ont
their views on current trading.

It also advocates that where
there is concern about a com-
pany's financial position, it

should consider releasing a
balance sheet and a cash-flow

statement at the interim stage.

Companies should under-
stand price-sensitive issues

and monitor market expecta-

tions carefully, Hoare says.
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Thorn EMI
set for £150m
lighting sale
By Richard Gouriay

THORN EMI is expected to

demonstrate further concentra-

tion on its music and rentals

business today when it

announces the sale of Thom
Lighting division for about

£150m.
The purchaser is believed to

be Investcorp,. the Bahrain

financed international invest-

ment bank which controls

well-known businesses in the

US and Europe.

Thom has been looking to

refocus the group on its music

and music publishing business

worldwide and the interna-

tional rentals business and to

dispose of most of what the

Thom EMI name is historically

linked.

The sale of the lighting divi-

sion will surprise some observ-

ers, however, who had thought

Thom was closer to selling its

defence arm. possibly to GEC.
Thom Lighting has recov-

ered well despite the recession,

raising operating profits in the

year to March to £15.2m
f£l2.6m). But given the divi-

sion’s exposure to the conti-

nental European market, the
sale will be seen as a good deal

for Thom.
“If the deal does indeed go

through, it looks as though the
price is good.” said Mr Bruce
Jones, analyst at Smith New
Court “The deal accords very
much with Thom’s strategy."

As Sir Colin Southgate,
chairman, has developed that

strategy of focusing on the
music and rentals businesses,

the City has increasingly spec-
ulated about a demerger once
the defence and other non-core
businesses are sold.

There is no logical reason
why music and rentals should
be under the same root Smith
New Court says that even with
a conservative valuation of the
the rentals business, the value
of the sum of the parts should
be greater than the combined
Thom EMI.

Disposal of Thom Lighting
would follow the sale in April

of it stake in Thames Televi-

sion to Pearson, owners of the i

Financial Times for £57m and
j

the sale of its fire extinguisher

business to Williams Holdings
in March for £4lm.

Court Cavendish pricing

SHARES in Court Cavendish,
the fifth largest UK nursing
home operator which is in the

process of being floated on the

stock market, are expected to

be priced at around 15 to 16

times earnings. The price of

the shares will be announced
tomorrow.
The flotation will come

through an offer and placing of

35 per cent and 65 per cent
respectively, and will give the

company a market capitalisa-

tion of about £50m.
July 3 is the closing date for

the offer, with dealings in the
shares expected to commence
on July 13.

Westminster Healthcare, the
most recent nursing home
operator brought to the mar-
ket, was floated at a price earn-
ings ratio of 16J2. and its shares
currently trade on a price earn-

ings ratio of 13.9

Ardiles to become Spurs manager
Tottenham Hotspur, the
quoted North London football

dub. has appointed a new
team manager less than a week
after the High Court confirmed
the sacking of Mr Terry Ven-
ables, the chief executive and
manager.

Mr Ossie Ardiles, the former
Argentine International who
also played for Tottenham, was
appointed by Mr Alan Sugar,

the club's chairman. West
Bromwich Albion, where he
was manager, is threatening to

sue over his departure.

Engineering dealmakers return to the market
Andrew Bolger reports on next month’s flotation of Quadramatic and the plans for its expansion

TWO Of the most active

dealmakers in the UK
engineering sector dur-

ing the last decade are bring-

ing another company to the

stock market
Mr Tony Gartland and Mr

Jeff Whalley are part of a team
which is floating Quadramatic,

a coin-handling and optical

group with a market value of

about £45m. The intention is to

expand the quoted vehicle by
acquiring high-margin engi-

neering companies with good
International opportunities.

Both men had a roller-

coaster ride during the eighties

with FKL the electrical engi-

neering group which expanded
rapidly by turning round loss-

making companies. However,
the £415m acquisition of Bab-
cock International a few weeks
before the 1987 crash proved a
deal too far, and the groups
were demerged two years later.

Mr Whalley is Still chairman

of FK3. which is responding to

a refocusing strategy, and is

both deputy chairman and act-

ing chief executive at Babcock
International, the engineering

contractor which is also
involved in substantial reor-

ganisation. Mr Gartland has
since 1991 been concentrating

on the venture capital business

set up with Mr Whalley in 1989.

This business, Gartland and
Whalley Securities, brought
together the group which is to

be floated. Quadramatic com-

Clarke Nickoils

cuts losses

Clarke Nickoils & Coombs, the

property investment and trad-

ing company, saw its pre-tax

losses fall from £727,000 to

£47,000 in the 1992 year. The
figures were helped by an
exceptional credit of £79,000
against a charge of £948,000
for the fall in property values.

The accounts were produced
on a going concern basis pend-
ing the resolution of talks
with Banque Indosuez over
loans to an offshoot
A tax credit left a net profit

of £147,000 (£661,000 losses)

but there was a further provi-

sion of £642,000 (£6.83m)
against losses on withdrawal
from property development
Earnings per share were

0.71p (losses 3.2p).

prises Coin Controls Interna-

tional, Oldham-based maker of
coin-handling equipment and
Combined Optical Industries a

Slough company moulding
plastic optical products.

Gartland and Whalley Secu-

rities, supported by banks,
bought Coin in March for £20m
cash, so no time has been lost

in coming to the market Com-
bined Optical was purchased in

1990 for £929.000 from Poking-
ton, the glass group.

Mr Gartland, chairman of
Quadramatic, said the group
was being floated speedily

because it wanted to pay off

bankers and taiw advantage of

the current opportunities to

buy tvrnipanipg

He said: “Most public compa-
nies are still coming out of
recession, so their main prior-

ity Is to rebuild their damaged
balance sheets, rather than
make acquisitions.’'

He was “not planning an
FKI, Mark 2" - partly because

he believed there were now Ear

fewer bad management sitting

on good companies. “Instead,

we intend to buy good busi-

nesses that we believe should
be exceptional businesses."

Mr Richard Williams, chief

executive of Quadramatic, has
been managing director of
Coin since 1991. He recalls join-

ing a good company that was
profitable, but sleepy: “The
first time I sat in on a quality
assessment meeting, I found

.

v

*
Tony Gartland (left) and Jeff Whalley: part of float team.

there was no-one there from
mannfanfaH-ing!"

Mr Mike Bell, appointed
Coin's manufacturing director,

has reorganised production on
a cell basis, and the 370
employees have responded to

the challenge of being directly

involved in improving produc-

tion methods, delivery times
and stock control.

The company supplies coin-

handling and validation equip-

ment to makers of leisure and
gaining equipment, vending
machines and telecommunica-
tion and transport organisa-
tions. It also has a manufactur-
ing plant in Chicago and
makes 68 per cent of sales out-

side the UK. supplying both
mechanical mechanisms and
the latest electronic units.

which use microchip technol-

ogy to validate coins.

Coin's equipment can be set

to accept ’ currencies from all

over the world, and the group's

library has of speci-

mens from 120 countries. In

spite of the strong overseas

exposure, Mr Gartland believes

there is still considerable scope

for expansion, since the group
makes no sales to either Japan
or Korea, which together
account for about 25-30 per

cent of the world market.

Coin's electronic validation

machinery is in demand for

potentially high-fraud loca-

tions. such as motorway ser-

vice stations in the UK or dose
to Tntemfltinnal borders, where
people try to use the wrong
currency. “We love it the more

London Share Service

classification changes
A SERIES of changes to the classifications of companies listed on

! the London Stock Exchange was made at the last quarterly
meeting of the FT-SE Actuaries Industry Classification Commit-
tee

As a result, the following stocks will be moved to new catego-

ries in the London Share Service with effect from July L 1993:

AAF Industries to Other Industrials (FT-A sector 10) from
Other Financial (70); Ashley to Miscellaneous (48) from Food
Retailing (26); Britannia Group to Contracting ami Construction

(3) from Property (69); British Fittings to Business Services (41)

from Building Materials (2); Esselte to Miscellaneous (48) from
Packaging, Paper & Printing (31); Fairey to Electronics (5) from
Engineering - General (7); Intereurope Technology Services to

Media (30) from Packaging. Paper & Printing (31); Mayflower to

Motors (9) from Engineering - General (7); MB-Caradon to Build-

ing Materials (2) from Conglomerates (43); Oriental Smaller Com-
panies Investment Trust to Investment Trusts (71) from Other
Financial (70); C P Pokphand to Food Manufacturing (25) from
Other Financial (70); TT Group to Conglomerates (43) from Engi-
neering - General (7); UK Safety to Miscellaneous (48) from Media
(30).

they try to defraud, the higher

the specification becomes", Mr
Williams said.

The company has sharply

cut lead times and takes prides

in responding quickly to the

market Customers can prove

fickle; one asked it to quieten

the pay-out mechanism of pub
g-amtng machines, then quickly

sought the change to be
reversed after punters reacted

badly to not having noisy con-

firmation of their jackpots.

From making operating prof-

its of £1.78m on turnover of

£15m in 1991. Coin this year

expects £4m on sales of £19m-

£20m. This means it enjoys

profit margins well above the

industry average - a feature

Mr Gartmore wants to be com-

mon to all Quadramatic com-
panies.

The chairman hopes that fur-

ther improvements can be

extracted from Combined Opti-

ca], which makes hand-held
magnifiers for Boots, and other

products featuring plastic

lenses, visors and windows.
Comnbined Optical was mak-

ing a small loss on sales of

£4,8m when acquired in 1990,

but in the year to March made
operating profits of nearly
£600,000 on turnover of £6m.
Mr Bob Roote, managing

director, said his company’s
expertise in casting plastic on
to steel moulds, without distor-

tion, allowed it to charge pre-

mium prices. A competitor’s

CROSS BORDER M6A DEALS

full-face visor costs atsly &&
but distorts vision- For a-dfe

tortion-free visor. Combined

Optical can charge £4 - much

.

more, but still a raarglnal part

of the cost of a firefighter’s

protection outfit

A significant element of
Quadramatic’s expansion strat-

egy is the excess apace at

Coin's Oldham factory, one of

the many converted cotton
mills in the area. After the
reorganisation of production,

Mr Bell believes the present

factory could easily treble fcvd
output
Mr Gartland said this spare

capacity would make acquisi-

tions extremely attractive,-as

extra output could be obtained

for relatively modest levels of
capital expenditure.

Quadramatic’s pathfinder
prospectus should be published

in the next two weeks, with
the flotation in July. A placing

and financial intermediaries

offer will raise £20m of new
money, of which £5m will be

open to retail investors, and
leave the nrnnpaijy uugpflred.

Mr Gartland will ask the

market to fund future acquisi-

tions, which would have to be
eantings-enhandng “within a
very short period”. He believes

Quadramatic’s management
could handle a much bigger

business and would like to

expand at 20 per cent per.
annum - half organically and
half by acquisitions. - .

|

BIDOER/INVESTOR TARCST SECTOR VALUE COMMENT

j

News Corp (Australia) Television Broadcasts

(Hcrg Kong)
Television £15?m Taking 2296 stake

|

Sibelco [Belgium) Wads KAe Beam© (UK) Minerals £48m -. Mandatory offer

triggered

j
Haywood WHQams (UK)

I

LaSde (US) Building

products

C43m HW spending

Pffldngton cash

! Bsrfo pretend)

!

VEHA fBefgfum) Heating

products

£14^m Rnanced by

rights issue

;
Coats VtyeUa (UKJ Madura Coals (India) Textiles £lZ25m Upping stake,

changing name

j

FKI (UK)
i

i

Forge France (France) Materials

handling

£3.5m Strategic cadi
buy

|

Vintsn Group (UK)
1

1

Total Spectrum
Manufacturing (US)

Camera
systems

£B2m New shares to

finance

South African Breweries
[South Africa)

__

Kobanyai Scrgyar

(Hungary)

Brewing n/a Exclusive

negotiation

rights won

Universal Leaf Tobacco
(US)

Nyidoter (Hungary) Tobacco n/a Tobacco take-

overs confirms

American Cyanamrd (US) Unit of Shew (UK/
Netherlands)

Agrochemicals n/a ‘ Continuing sscyor

lecsgantsation

v
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Banco Central de Venezuela
U.S. S281,677,500

Floating Rate Bonds due 2005
USD New Money Series B-NP

Banco Central de Venezuela
U.S. S274,218,500

Floating Rate Bonds due 2005
USD New Money Series B-P

!n aecaidaflcg with ttto provisions of 3)6 Bonp^. nottooa hereby giuanthai tor ira interest

Pence from June 18. 1993 to December 20. 1993 the Bradsml carry an MerestRom of
43125% per annum The Inwrosi payable on the relevant merest payment dale.
Dewmber 20. 1993ml be U.S S22i6pej U S. SI.000 pnnopal ametm.

Bv The Chase Manhattan Bank. NJk
Agent Bank CHASE

The Republic of Venezuela

U.S. $395,931,500

Floating Rata Bonds due 2005
USD New Money SeriesA

m accordance wWi He provisions ol the Bonds, notice fl herebygnen that farto Merest
Period bom June IB. 1333 taOeeewftnr 20. 1993 the Bonds ml carry Interest Rate o»
4^4375% pa annum. The merest payable on tfie retavant interest payment dale.
Decen*»r20. 1993 wM be U.S. S22JX) per U.S. Si.000 ptHKipel amount

By The Chase Manhattan Bank,tLA.
AgertBar* AWL CHASE

Jura 21. 1993 W
The Republic of Venezuela-

U.S. $5,153,850,000

Floating Rate Bonds due2007
USD Debt Conversion Series DL

In aounJanoa with thaprortskjns oflbsBomb, oottoa bherebygiven that tat (heMerest
Period from Jura 18. i9B3io Decent tier 20. 1983 the Bradawl carryan Interest Rale of

4.3125% per annum. Tha interest payable on the relevant Merest payment data.
OecombarZO. 1993 w* be U.S. 522 18 per US. Si,000 principal amount

Byi The CftaaeMaiftattan Bank.ItA.
Agent Benk CHASE

Cardiff Automobile
Receivables

Securitisation (UK) pic

£328 million
Floating Rate Notes

Due 1995
in amoidance with the provisions of

tfie Notes, nonce is hereby given that

on tha next Interest payment data,

being 29th June, 1933 the avafebte

Redemption Funds have been deter-

mined» be £40,735.092.77, and

therefore Notes of a principal rates of

£40,730.000 wd be redeemed at par

hi accoidance with the procedures of

EurodearandCedef. Fofcwfng

redenysion of the aforesaid Notes the

principal value of the remaining Notes

outstanding be £1 55550,000.

West Merchant Bank Limited

Agent Sank

Currency Fax - FREE 2 week trial

.j.„ Anne Whilby

7e); 073-73- 7174

Fa.*: 07'. -^39 £966
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Notes Bus 2000

In accordance wish Km prmtabns of Vie
Nds. notloe Is hmetsy glvan that too His tec

month (ntoraat period from 21 Jura igeOlo
21 Deeente 1993, Dm Note Mfl carry an
Merest Rate of S.4376% per mtsn. The
Merest payable on the relevant Merest
psymers date 21 December 1993 *« be
AS2,7B4J)S per AS100400 Note.

OC8C Bank
angepore

MfTSm WHX1SANCO^ LTD
mimnnn iffmwmminimnq

YEN 30,000JM0,000.

HosHogntesoles ito 1995

Notice m bcrchjr giva tat be imarrst period

&0ta 21 Jme 1993 lo 20 Decaaber 1993. 8»
rate of Merest wffl be *3% per anrais. The
entered payable ea the 20 December 1993

will be Yea 244,329 per each Yen
10.000000. Note

Agent Bank:

The MountTnw and Bsteing Co, Ltd

INTERNATIONAL! a m m

BusinessWeek
This week’s topics:

The Top 200 R&D Companies In The World

U.S. Cable Networks Flooding Into Europe

The Bundesbank Isnt Blinking

VWs Production Czar Wants Leaner Suppliers

Here Come Those Travel-Loving Taiwanese

(For subscriptions: From UK call 0628 • 23431)

Now available at your newsstand!

BusinessWeek International

14, av d’Ouchy, CH-1QQ6 Lausanne Tel. 41 -21- 617- 4411
For subscriptions call UK 44-528-23431 Hong Km 852-523-2939

SGA SOCIETE
GENERALE

ACCEPTANCE N.V.
FRF 300.000.000

REVERSE FLOATING
RATE NOTES DUE
DECEMBER 1999

For the period June 17,
1993 to September 17,

1993 the new rate
has been fixed at
8,1797 % P.A.

Next payment date:
September 17, 1993

Coupon nr 2
Amount FRF 2090,37
for die denomination

of FRF 100. 000
FRF 20903,68

for the denomination of
FRF 1.000. 000

THE PRINCIPAL
PAYING AGENT

SOGENAL
SOCIETE GENERALE

GROUP
15,Avenue Emfie Reuter
LUXEMBOURG

ROYAL BANK
OF CANADA

Dividend No. 424
NOTICE IS HEREBY GIVEN
THAT a dividend ot 29 cents
pershare upon the paid up
common shares of this Bank
has been declared payable tor
Ore current quarter al the Bank
and its branches on and after
August 24. 1993 to share-
holders ol record at close of
business on July 26. 1993.

By order ol the Board
Jane E. Lawson
Sankx MceAwMinr& Secretary

0MR0N
CORPORATION
43v:=e irss Seer, reert eri ircro

Tz*)S ?te r.*r/ Sod; Annual
Meea-3 =» StarehcjereunB fce fcea

«: Heac c^sa 2 Ccrepeny
^CAteC x feasuro3 riina.J.

Srirosyxuj. Kvtlc al 10JW itn. at
T.esSay Jura 2ffin 1993.

Itettera to bereported
kiiriu ie^.1 erc IneMW
tecwren; ic-Lra 56m Frscffl Ysar
irsiz ASrJ 1E 1932 to Maren 3 1 st

t933. arc Salaries Sheet asol
VJrch3:s:.1993.

Matters to bemsohreri
PiopcsJi lora^iropriteon of
resiraC saroings ct S6th Frtcanfear
anri to declarecash iSndentl of ten
&50perVMre.

toaccordance retfi ctaus« 15 <ri

the Ccnraasra. hokhvs ofBEAHEa
DEPOSITARYRECEPTS eestwig to

etstraex Ihe Depodtery toeesnasa
voting nsten respect ot rite shares
represented by the*r Recaps, are
rewked tha Biey must lodge teeir

Recaps with one of the taioertnu by
12X0 roan. 22nd June. 1963.

HtU. SAMUELBANK UMITED.
45 Beech Street. London, EC2P
2LX. (Where loagemem torms ere
available).

KREDCTBANKSA
LUXEMBOURGEOBE, 43
Bouievanl Royal. Luxembourg.

BANK OF TOCO UMTTED. 4-8 Rlie
Samte-Anra. Paris 7500, Frenoa.

BANKOF TOKYOUMTOD.
Immennanratrasse 43, 4000
Dussddorf 1. Germany

BANKOFTOKYO UhTTED. Avenue
des Arts 47-49, 1040 Brussels.
BeJgkim.

BANKOFTOKKO UMfTED,
House, 3 Charier Road.

Hong Kong.

BANKOF TOKYOTRUST
COMPANY, 100 Brcetforay. New Vork
City NY 10005

» desired, insmicbons may be
•Jhren fo H* Samuel Bank bmited to
give tfsemraary proxy to a person
oeeignateO by theCompany

Voting Rights mayonly be
exercisedm respectofDepositary
ftecotite representing Onfinery
shares on the Registeras a*31«
Much 1993.

Copies in English of the ful text of
the Notice convenmg tee Meeting g
required. ar&avteaUe during nonrte
burinese hours, st the offices el any
ol the above mentioned Banks.

HU.SAMUEL BANKUMrrED
45 Beech Street

LONDON
EC2P2LX

VTXM fcy MtHffi am . in] far DM
nrani e Da ennMy ponugM

esewii *m»«uElWlMIIM
PstxrSAate Wtailrlaei
Tween 2UM31 (n.vasaa

iw CM W
1.3 BH pirefm* MSHB
ewa ms ala alee

Osos> Caere MUi

mow re reartte reMreM te »•
sera o»»MUl potee«

takemaueii wasui
Pots Poe ftiai

Caere cmmi cmm
2S.TR

ttatoi International Bank Pic

. US$4SflQ0jm
SkfccmJnatod Floating Rate Notes due 1996

In accordance with the Terms and Conditions of the Notes.

rotn
B
Jfi???

V
t?

ven that^^ ,nt9re5t Period from June 18,
2,1 1993 tlW Noles “"T 8"

Hate of 3.625% per annum and the
Coupon Amount per USS 10,000 TheAgent Bank
prmdpaf amount of Note fpTTfjS ffarfinrf.1 r
wfli be USS 186.28.

NORDIC INVESTMENT RANK
FRF 600,000^000

7 7/8% Notes doe Joty 22, 1996S to

of the outstanding Notes on July 22, 1993.

IJfr
pd“ of the Notes wiR be payable on orafter foe Redemption Date upon DrasenS™ andsurrender of the^Notes, toget^wiftlTSS^Sdcoupons attached, at thebffic^foe

2! 2Ufl

f
r Redemption Date, Interest on the NotesSffiURM •»

Fiscal Agent
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NedCar turns in

loss of FI 243m
for the year

China signs accord on HK listings

By Kevin Done,
Motor Industry Correspondent

NETHERLANDS Car (NedCar),
the Dutch carmaker owned
jointly by Mitsubishi Motors of
Japan, Volvo of Sweden and
the Dutch government, suf-
fered a net loss of FI 243.6m
($133.9m) last year, its third
year of rising losses.

Last year’s financial
performance, burdened by
restructuring costs of FI 117m,
was a further sharp deteriora-

tion from a net loss of FI 74.1m
in 1991 and FI 76.1m in
199a
NedCar was formed in 1991

when Mitsubishi Motors
acquired a one third equity
stake in Volvo Car BV, which
had been controlled 70/30 by
Dutch state interests and
Volvo respectively.

The company, which makes
the Volvo 400 series, was hit
last year by the continuing
weakness of demand in its

main markets and by signifi-

cant currency losses after the
European exchange rate fluctu-

ations last autumn.

By Nikki Tait in New York

SEARS, Roebuck, the
Chicago-based group which has

been shedding its financial ser-

vices interests to concentrate
on its core retailing business,
is to spin off the remaining 80
per cent interest in the Dean
Witter, Discover business to

existing shareholders.

Sears shareholders will

receive about 0.4 shares of
Dean Witter, Discover for each

share of Sears they hold. This

“special dividend" will be paid

on June 30 to an shareholders

of record on June 28.

Dean Witter, Discover takes

in the Dean Witter Reynolds
securities firm, which Sears
acquired in 1981, and the Dis-

cover bank card business,

which Sears formed in 198S.

The parent company sold off

Car production rose last year
to 94,019 Cram 84,507 in 1991,
but output remained well
below the break-even level of
more than 100,000 cars a year.

Turnover rose to FI 1.98bn
from FI 1.74bn in 1991.

Further losses are expected
this year. Production is run-
ning at 430 a day, or 95,000 a
year, but has already been hit
by more than two weeks of
down-days, and more short-
time working is expected in
the second half of the
year.

The NedCar workforce fell to
6.109 people at the end of 1992
from 6.521 a year earlier and is

expected to fall sharply to
around 4,500 by the end of 1993.

Mitsubishi and Volvo are
investing around FI 3bn in
NedCar for the development of
a new range of cars to be
launched in 1995-1996 and the
doubling of capacity to 200,000
cars.

The training of several hun-
dred NedCar employees at Mit-
subishi's Mizushima plant in

Japan will begin later this

20 per cent of Dean Witter, Dis-

covers equity to outside inves-

tors, via an initial public offer-

ing, in March. The Dean
Witter, Discover shares were
floated at 827, and Sears raised

around 8906m in the process.

At the end of last week,
Sears shares closed up %V» at

853%, while Dean Witter, Dis-

cover lost 81 at $34%.
Other moves in Sears' with-

drawal from financial services

have included the sale of its

Coldwell Banker Mortgage Cor-

poration and Coldwell Banker
Residential Services units, and
the flotation of a 20 per cent
interest in Allstate Insurance
Group, the big property-casu-

alty insurer. The Allstate flota-

tion was the largest initial pub-
lic offering ever seen in the US,

and Sears raised gross pro-

ceeds of $2.4bn.

Earnings

warning
from Nike
hits shares
By Martin Dickson
In New York

NIKE, the US sports footwear
manufacturer, expects to
report earnings in the year
ending May 1994 significantly

below Wall Street expecta-
tions, due to weakness in
European economies and a
sluggish US retail sector.

The news, issued after the
New York Stock Exchange
closed on Friday, sent Nlke's
shares plunging by some $4%
in late, off-exchange trading,

to around $62.

The shares had ended the
regular session up around 814
at $67.

The company said Wall
Street analysts had been
expecting it to make around
$5.50 a share.

Its announcement followed
bad news from Reebok Inter-

national, one of Nike’s leading
rivals, which said last week It

expected to report second
quarter earnings of 44 cents to

48 cents, compared with ana-

lysts' expectations of 56 to 60
cents.

Factors behind Reebok’s
warning included a lack of a
product in the key basketball

area and European weakness.
Mr Philip Knight, chairman

of Nike, said the European eco-

nomic problems, combined
with a stronger US dollar, bad
made the company cnt its

international growth expecta-
tions for the year.

Digital sells US
leasing business
DIGITAL Equipment, the
computer manufacturer, is to

sell its US leasing business to

GE Capital, the fast-growing
financial services arm of Gen-
eral Electric, writes Martin
Dickson.

The companies declined to
disclose financial terms of the
deal but GE will take over ser-

vicing Digital's leasing cus-

tomers and the unit's 40
employees.
GE Capital is one of the larg-

est leasing organisations in

the US.

By Tony Walker in Bering

OFFICIALS from China and
Hong Kong signed a milestone
agreement in Beijing at the
weekend, designed to facilitate

cross-border regulatory
co-operation on securities. The
memorandum prepares the
way for the listing of mainland
companies on the Hong Kong
stock exchange.
Mr Liu Hongru, vice-chair-

man of the Securities Commit-
tee of China’s State Council, or
cabinet, said on Saturday that

at least two and possibly three
Chinese companies would be

By HMary Bamos
in Copenhagen

THE MOST powerful man in

Danish business for more than
a generation. Mr Maersk Mc-

Kinney Moller, head of the

A P. Moller shipping, transpor-

tation and oil and gas group, is

to step down from daily control

of the group.

He said be will leave on June
30, just a few days before this

80th birthday on July 13. He
began working for the group
when he left school in

1932.

listed in Hong Kong before the
end of June.

The process marks China's

first big foray into interna-
tional securities markets and is

being viewed as a serious test

of the credibility of mainland
reporting and accounting stan-

dards.

Mr Charles Lee Yeh-kwong,
chairman of the Hong Kong
stock exchange, said in Beijing

after the signing that the
agreement was aimed at

providing "investors with
better protection". It was also

designed to "ensure the fair

and efficient operation

His successor as chief execu-

tive will be Mr Jess Soderberg,

48, who was appointed by Mr
Moller two years ago, pending
his retirement.

The Moller group was
founded at the beginning of the
century by Mr Maersk Mc Kin-

ney Mollerfs father, the late A
P Moller.

The group's twin parent
companies. D/S Svendborg and
D/S 1912, have a market value
of about DKr40bn ($6.45bn), by
far the highest of any group
listed on the Copenhagen stock

exchange.

of the securities markets".
The provisions include those

laying down guidelines for the

sharing of information about
listed companies and reporting.

The agreement helps to create

a legal framework for listings

in Hong Kong.
State Council last year

approved the listing of nine
leading mainland companies
on the Hong Kong stock
exchange. These indude Tsing-

tao Brewery and Shanghai Pet-

rochemical which are expected
to be among the first two Chi-
nese companies to list.

Among signatories to the

By Robert Graham in Rome

MR Guido Savignone, chair-

man of the Banco di Sicilia, the

leading financial institution on
the island, has resigned follow-

ing sharp criticism of the man-
agement by the Italian trea-

sury.

The treasury's attack on the
failure of the bank’s manage-
ment to improve results after a

shake-up two years ago repre-

sents a significant toughening
in the authorities’ attitudes

towards the operations of those

financial institutions in which

memorandum signed in Beijing
at the weekend were China’s

Securities Regulatory Commis-
sion and the country's two
fledgling stock markets - the
Shanghai Securities Exchange
and the Sbenzen Securities
Exchange. Signatories from the
Hong Kong side were the Secu-
rities and Futures Commission
and the Hong Kong Stock
Exchange.
Mr Liu made clear the

planned listing Of nine main ,

land companies in Hong Kong
was part of a trial process, and
there would now be a lull

while the move was assessed.

the state has stakes.

The treasury has a 14 per

cent share in Banco di Sicilia,

the remainder being held by a

foundation controlled by the
island's regional government.

The bank is understood to

have just balanced its books in
1992 but in 1993 the institution

risks running a loss. Some
LS.OOObn ($2bn) of bad loans

are reported. The bank is

undergoing an inspection by
the Bank of Italy. Until this is

completed, its demands to

increase its capital are unlikely

to be met.

Tea and
sympathy
to company
bookworms
ANNUAL reports may
occasionally contain surprises,

but few have contents which
leap out of the page at
the reader like the latest offer-

ing from BSO/Origln, the
Dutch computer services
company.
Those bored with the 1992

Financial Figures can make
themselves a cup of tea. cover
their wounds or decorate a par-

cel with the help of the docu-

ment.
The 130-page report, bound

like a hardback book, includes

a sticking plaster from the US,
a glistening star-shaped ribbon
from India and a teabag from
England.

Andrew Jack
looks at an
annual report

which is more
than just

packaging

The objects are part of a

thick section containing multi-

lingual diaries and photo-
graphs of BSO employees from
around the world on October
27 last year - a date chosen at

random.
Mr Eckart Wintzen, presi-

dent and chief executive, said:

“We think annual reports are
ever read. People flick

through them and ignore all

the company blurb as
fluff

“This may be fluff but it is

fluff of a higher quality."

Past editions of the annual

report include one written on
the company by an anthropolo-

gist, and one designed for chil-

dren aged 12, which had to be
reprinted to meet demand for

about 35,000 copies.

As well as the financial
information for the year to
December 31, the report also

contains a detailed environ-

mental statement which
attempts to measure the com-
pany's impact and how much it

has spent to mitigate these
effects. The report is printed

on chlorine-free paper.

year.

Sears set to spin off Dean
Witter, Discover interest

Coup chalked up by Nordquote
By HBary Barnes hi Copenhagen

THE NORDIC stock exchanges are
expecting to strengthen their position in

the highly competitive European securi-

ties markets with a trade-supporting infor-

mation system, dubbed Nordquote.
The Nordic exchanges - in Copenhagen,

Helsinki, Oslo and Stockholm - have sto-

len a march on the rest of Europe, where
attempts to agree European-wide systems,
such as Euroquote, have come to nothing.

The Nordic decision is essentially defen-

sive. By creating a single market for Nor-

dic securities - initially only for blue-chip

equities - the Nordics hope to win back
business which has gone to London's Seaq
International, where a substantial part of

the trade in leading Nordic stocks is done.

Taken singly, Mr Bent Mebus, managing
director of the Copenhagen Stock
Exchange, said the four small Nordic mar,

kets tend to be regarded as too small and
exotic, but brought together, the joint mar-
ket should prove more attractive.

However, the Nordics do not see Nord-
quote as an alternative to any European

system of the Euroquote type.

While the Nordics maintain that prog-
ress towards European stock exchange
cooperation has been so slow it is not

expedient to await a European solution,

they see their move as a contribution to

the formation of a European stock
exchange structure.

Nordquote has also to be seen in the

ligbt of the EC's Investment Services
Directive, which will come into force in

1996 and give brokers in any EC country
access to the markets of any other mem-
ber country.

The system, when it opens on April 1

next year, will quote only about 20 of the

stocks in which there is a significant inter-

national interest. The list will gradually be
Increased to around 100 stocks, and other

securities, such as bonds and derivatives,

may be introduced.

For tbe international investor, the sys-

tem means he or she need only approach
one broker in any of the Nordic countries

to trade in the stocks listed on Nordquote.

This is expected to make the Nordic
market more attractive, not least by

increasing market liquidity. Nordquote
will be open only for Nordic brokers and
will be an interactive system enabling bro-

kers, through their national - stock
exchange, to indicate bid and offer prices

in selected securities.

Trading will take place on the telephone
and as long as tbe system remains an
information exchange, not an actual trad-

ing system, the rules and regulations
applied by each of the four countries will

not have to be modified.
Trading will be in accordance with the

rules of the country where the security is

listed, and tbe national settlement proce-

dures will apply.

There is a considerable degree of
co-operation between Nordic bourses,
including an electronic network. This will

be adapted for Nordquote, with each stock

exchange responsible for development and
maintenance of its own part of the system.
Each exchange will meet the expenses of

developing and operating the system. It is

estimated setting up Nordquote will cost

DKr3m 18484,000). or DKr750.000 per
exchange.

Danish stalwart steps down Banco di Sicilia chairman quit

#
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ATCO

Lodewijk C van WadiPin,

KJML

Mr R.D. Soul hem, Chairman

and Chief Executive Officer of

ATCO Lid., is pleased lo an-

nounce the election to the Board

of Di rectors of Mr. Lodewijk C.

van Wacbcni. K.B.E.. of The

Hague, the Netherlands.

Mr. van Wachem is presently

Chairman of the Supervisory

Board of the Royal Duich/Shcll

Group of Companies anJ prior

thereto was President of Royal

Dutch Petroleum Company and

Chairman of the Committee of

Managing Directors of the Royal

Dutch/ Shell Group.

He is a member of the Boards

of Directors of IBM Corporation

and of Credit Suisse Holding, a

member of the Supervisory

Boards of AK7.0 N.V. and of

Philips Electronics N.V., and a

member of the Board of External

Advisors oT Morel Ernst & Young.

Mr. von Wachem is an Hon-

orary Knight of the Order of the

British Empire, a Knight in the

Order of the Netherlands Lion and

a Commander in the Order of

Oranjc Nassau.

Headquartered in Calgary,

Alberta, Canada. ATCO Ltd. is a

holding company and one of Can-

ada's leading corporations with

assets exceeding S3.7 billion and

employing more than 5.400

people worldwide. Principal oper-

ating subsidiaries within the

ATCO Group arc Canadfon Unifies

Limited. CU Power Intemtuiofial

Limited. ATCOR Raaiaces Ltd.

and ATCO Enterprises Inc.

•BOSINVESTn.v.

Knokke-Heist announces

dividend for 1992 of 1 .800

BEF net payable by

Paribas-Antwerp against

coupon number 1.“

CREDIT LYONNAIS
USD 500,000,000.-
FRN due 1996

Bondholders are hereby
infonned that the rate for tbe

second period of interest has
been fixed at 3,5%

Tbe USD 10.000 coupon
N°2 will be payable at the

price of USD 91,39 and
the USD 100.000 coupon

N°2 at the price or
USD 913,89 on September
13th 1993,both for a period
of 94 days, starting on June
11th 1993 until September

12th, 1993 included.

The Principal Paying
Agent

BCREDIT LYONNAIS

LONDON AMERICAN
VENTURES
TRUST PLC

The Register of Preferred

shareholders of the Company
will be closed for 30 days with

effect from 23 June 1993.

Ivory & Sime pic. Secretaries

MACQUARIE BANK (JUTTED

U8S12&MM4M
UULTMJPTON FACJUTV AOREEUBtiT

DATED DECEMBER It. 1M2

In accordance wMi the pwvMona at the

Transferable Loan CoiUfleafo tawed M
December IB, 1B92. notice ta hereby

given that lor lha afx month Intarest

ported tram Juna IB, 1993 to December

20, 10S3. the Gortfflcato wftl carry an

Interest fteMQlW!26% per anew*.

BaroJoys Bank PLC. Hong Kong

Ae Agent

VITAMIN LTD.
Series

B

US$60,000,000
Secured Floating Rate

Notes 1983

SSSBS,.™*,
fnuratfUte L6Z7S* per annum

Inoreei Payment due

pi*LSJTDtUKXl NWe
Nippon Credit IntarnatKmal Limited

London
Agent Bank
2MJUIW.WB3

INTERMED n.v. Knokke-

Heist announces balance

dividend for 1992 of

1.140 BEF payable by

Paribas-Antwerp against

coupon number 6."

THE BEST INFORMADON IN YOURJIMND
Financial prices plus key ef‘

,om,c
EUROPEAN DERIVATIVES

wherever you are - come and
9400 for your complimentary dckeL

EXHIBITION on 24th &2Sth June. Cal! 071-89? —

MIDLAND
INTERNATIONAL

FINANCIAL SERVICES
B.V. FRF 900.000.000

GUARANTEED
FLOATING RATE NOTES

DUE 1997
For the period June 18,

1993 to September 20,1993
the new rate has been fixed

at 8,03% PA.
Next payment date:
September 20, 1993

Coupon nn 26
Amount: FRF 209,67 for the

denomination
of FRF 10 000

FRF2096/72 for the
denomination
of FRF 100 000

THE PRINCIPAL PAYING
AGENT SOGENAL

SOC1ETE GENERALE
GROUP

15, Avenue Emfe Reuter
LUXEMBOURG

Notice of Part lal Redemption

RHONE-POULENC S.A.

FRF 600,000,000

9X% Series A Bonds due 1396

with kicorrw warrants to acquire up to

FRF 600,000,000

9X% Series B Bonds due 1996

Notice is hereby given that pursuant

lo paragraph Prepayment (b) of the

Terms and Conditions ol the Bands,

the following Series A Bonds In the

principal amount of FRF 37,500,000
have been drawn by lot and are due
far redemption at 100% plus accrued

interest a! the offices of the principal

paying agent on 1st July, 1993:

No 37721 to No 41470 included

Interest will cease on the Bonds
catted lor redemption on and after

the Redemption Date.

Payment will be made upon presen-

tation and surrender of the Bonds,

together with all appurtenant cou-

pons maturing subsequent to the

Redemption Date.

Tta R9C&I AQHU

Banque Nationals da Parte
(Luxembourg) S.A.

THE STARS PROGRAMME
STARS 1 PLC

£475,000,000 ClassA Resting Rate

Mortgage Backed Securities 2029

Notice is hereby given that the Pmapal outstanding subject tasue

far the interest period June 28, 1993 to September 27, 1993 wS be

E3Q2,030,000.00.
The Principal amount outdancing for noth note remains of £1 0.OOQ.

Juna 21, 1993. London
By: Gtfcank. NA (Issuer Services), Agent Bank CITIBANK

O

PRIVATISATION IN EASTERN
EUROPE

The FT proposes to publish this important survey on

July 27 1993.

It will be seen by leading international businessmen in

160 countries worldwide.

If you would like to promote your organisation's

involvement to this important audience, please contact

the following for advertisement information :

Patricia Surridge-London
Tel: (071) 873 3426

Kerry O’Donoghue-Frankfurt Tel: (69) 156 850

Kristin Spirkova-

Prague Post.Prague

Tel: (422) 235 94 55

Nina Goiovyatenko-Moscow
Tel: (095) 243 19 57

Adia Advertising-Sofia

Tel: (3592) 88 05 56

Nina Kowalewska-Warsaw
Tel: (22) 48 97 87

FT SURVEYS

GARANTI BANK
US$100,000,000 Term Local

International Finance Corporation J.P.Moigan Securities Lid.

US$20, 000,000 5 year tranche

ftuoUJfy
tntnrauuadH— Ccrponbmi

US$80,000,000 3 year tranche

launauooal Kinaam Cucpmdoa paflidpaiions by

The Bank JTokju. I«t.

The Ibrtrin Kangyo BanU, LoMrd

The Sum But. Limant

VmlXCnufi

Bum Eusur dr Fansoi JtA

Lead thuya

MMpM ftu

CommuxixigBk

y Tran V-» InrV

KmhvUiud NV

Coload Jfeaogen

Banque rl Cuwe d'Kpiipir dr I'Eui

Banqtr S-nmouar du t.wnmrnr Encimrr

Saute Uraeiak

The Arab Intcamean Ciaiyny SAA
Ammcaa Kifjiai But Cniti

Beyenecbe Ve

IJmitichivbr V.JLduaA™ Mi
AbLK-BaoL N\ AXEH Bunqur SA

I'wh hdunt rl CmmmraJ

Ifi"*

Mogul Guaranty TnNpatnpmy of New Vat

Jume 1999 Hat t m ai a auCrr of record orfy

GARANTI BANK

US$20,000,000

Floating rate notes due 1996

Armiyzed by

J.P. Morgan Securities Ltd.

Bank ofTokyo Capital Markets limited

Commerzbank
tl to mrrtritafc

The Dui~Ir.hr ICnngyo Bank, Untiled

K re-dietbank NV

Morgan Cuaraniy Trust Company of New York

Tile Sunwn Bank, liniiied

V'nLg Croup

Bancu ComiTcial Punugues. SFE - Funchal -

CireCredii Bank Allimgedbdwli der Sparkossen

JPMorgan

June n

m

Thu anmtuncemenl appear* as a muller of retard only

£200^)00,000

MFC Finance No.1 PLC
NOTICE OF REDEMPTION

Series ‘A' to 'F Mortgage Backed Floating Rate Notes
Due October 2023

Notice Is hereby given, that in accordance with Conditions 5(c) of the

Prospectus dated 13th October 1 968, the Issuer intends to redeem
£1,800.000 In aggregate value of the Notes on the respective

Juty. 1993 interest payment dates.

By: Ctttbank. tLA. (Issuer Services)

June 21. 1983 OTIBANKO

ForFX Professionals Only:

Call Today forYour
Complbnanftmy Copy
+4471240 2090

FOREXIA FAX S Dm £ V

An (rightyeartrack record ofsuccessful forex forecasting dafly.

Commentaries, forecasts, reeommendattons& charts

from London and New Yorit.

Tel: 44481 9488316 tree trialdotafia Fax:+44B1 9488469)

ALTUS FINANCE
A -SodetC rnmyme S Dueetdee rt Cornell <fc SkncUhacc- wifi >

•tne espial of FRF4,408.109ja>
Redstart otto: 34136, mmede RfedUn!l 7U0B PASO

Pari* Corapenir*' Rfji*ry no. B7Z2M987I

SECOND NOTICE OF MEETING
Tbr balden ci tbe FRF SOOJMMXU CAG40 Lilted ZnaCetfoo Baade leaned ta WJr 1992 and

nHbnkK in tannery 1998 be Informed ibu tic Gam] Mccttae cammed tor Mamtoy MU feme.

1993 t-Y t notice natdUbed In Ibr FINANCIAL TIMES, tbe LUXEMBURGER WORT, Cbe

AGENCS ECONOMICUK ET FINANCIERS. Ibe BULLETIN DCS ANNONCES LEGATES
0MJGA701RES. of Friday 28tb Mqr. 1993 aid in Bx JOURNAL SPECIAL DES SOCETES of
Wcdotaday 2Mi May. iMlMUjMnnldmgibctoffmB.
Tbemiare. nodae U benty jjwnto ibe tobtea of ibe Bond) friend uafaote Sat fie adgearaed

Genoa] Meeting lisa been ramoed by Ibe Uta-cuteT of ALTUS FINANCE foe

Meadqr 2Sd> Jane, 1993 *t 9 ta.
M 3U3t,mu dr Slrbdlaad.'SeM PARIS

in order lo comider ibe foUowtng manat:

- Aj^rnval of i propeetd ipremem for tot hi by ALTUS FINANCE ire bminea* <J

nrenjjni a portfolio of bigb yield benda in ARTEMIS, a -aeeleit aaonyme* with a thus
caibal or FRF &3KL2M00Q. w4nc registered atHcr b al PARE f7M»Tj - 5

.

baakvwl de
Latoer Mnhanf. reftnered ibe Parte Computer Registry redermatter B 37B 6*8 992;
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- Power*.
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been held.
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INTERNATIONAL CAPITAL MARKETS
UK GILTS

Investors climb yield curve on recovery talk
PRICES of long-dated
securities jumped as the possi-

bilities of a cut in base rates

receded further aod hope rose

that the UK might be In for a

period of non-inflationary
growth.

Yields for long-dated gilts

fell by about IS basis points

during the week, while those

for bonds at the short-matur-

ing end of the yield curve rose

slightly.

The switching by investors

up the yield curve was sparked
by indications that the UK
economy may be steadily

expanding, without too much
evidence of rising prices.

In this environment there
seems little likelihood Mr Ken-
neth Clarke, the new chancel-

lor, will choose soon to cut
base rates from 6 per cent.

Mr Michael Saunders, UK
economist at the London office

of Salomon Brothers, said: “All

the signs are that we are see-

ing a happy medium of growth
that is not too strong to lead to

inflationary pressures, though
not so weak that the budget
deficit will worsen.”
In the past month the yield

difference between 10-year Ger-

man and UK government
bonds has fallen by about 30
basis points on the better infla-

tion outlook for the UK and the
worrying signs in Germany
about economic decline, cou-
pled with high deficits and
upward pressures on prices.

On Friday, alter a modest
spurt in gilt prices, yields of
10-year UK bonds were quoted
at around 7.7 per cent at the
close.

However, a reminder that
the UK faces Its own problems
with a likely £50bn deficit this

financial year will come with
the next gilt auction a week on
Wednesday. Probably about
£3bn of stock will be auctioned,

in the seven to 10-year matu-
rity range. The amount of
stock and the details of the
bonds will be announced
tomorrow.
Several of the Treasury's

panel of outside economic
advisers, meeting today for the
first time since February, are
concerned the deficit must be
tackled to increase the chances
of a sustainable recovery.

While Professor Tim Cong-

UK gilts yield

Restated at par (96)

9.0

0 5
SWM Wartwrg Sacurita

don and Mr Gavyn Davies are
opting for further tax rises to
add to those already due to
take effect from next April Mr
Andrew Sentance and Prof Pat-
rick Minford are keener on
public spending cuts to bring
down the deficit to manageable
levels by about 1997.

Both Mr Davies and Prof
Minford would like to see base
rate cuts over the next few
months to help the recovery.
Ideally with a programme of
fiscal tightening

The broad consensus among
the Treasury advisers - whose
report to Mr Clarke is due to

be presented next weds - is

that government borrowing as
a proportion of gross domestic
product should be brought
down to about 3 per cent by
this year from the current level

of about 8 per cent
Signs that a modest recovery

is under way were strength-
ened by the news that season-
ally adjusted unemployment
fell by 26,100 to 2.914m
between April and May,
against expectations in much
of the gilts investment commu-
nity of a rise. The Fourth
monthly fall in unemployment
cut the seasonally adjusted job-

less rate to 10-4 per cent last

month from 10.5 per in
April
Less welcome for gilt inves-

tors was that the public sector
borrowing requirement grew to

£5.01bn from £4.71bn in April
and £3.13bn in May last year.
The deficit increased to £9.7bn
in the first two months of the
current financial year from
£8.6bn in the samp period of
1992-1993, reflecting rapid

MEDITERRANEAN BONDS

Fundamental factors fuel a rally
THE MEDITERRANEAN bond
markets - Italy, Spain and Por-

tugal - are once again in
favour. Many analysts are con-

fident the second wave of con-
vergence will be more sus-

tained than the first, which
crashed a year ago when the
Danes voted against ratifying

the Maastricht treaty, shatter-

ing expectations of European
monetary union.

But the latest rally in the
Mediterranean bond markets is

founded on economic funda-
mentals.

"In an environment where
intra-European currency risks
have already been reduced by
floats, realignments and suc-
cessful defences of the existing
parities, lower German interest

rates can only contribute
towards further bond yield
convergence." according to
analysts at SG Warburg. The
process is well under way, with
10-year yields between Mediter-
ranean markets and Germany
at their lowest point since

the first half of 1992.

This time, the rally is sup-
ported by the negative outlook
for the D-Mark. “The risk of
the D-Mark turning round and
rallying Is much less this
time," according to Mr Steve
Major, a bond analyst at Credit
Lyonnais Securities. The
French yield curve is now
below the German yield curve
as far out as five years, which
has "given heart to the Medi-
terranean markets," says Mr
Major.

Dealers report large flows
into the Spanish market, with
many investors switching out
of D-Mark assets. Flows into
Italian bonds have been much
smaller, but are expected to
increase, while Portugal offers

interesting opportunities.

The result of the first Maas-
tricht vote in Denmark was not
the only factor to restrain
Spanish and Italian bond mar-
kets. Both have suffered diffi-

culties of their own, though in
Spain confidence is returning.

Assembling a Socialist-led

coalition government in Spain
is well advanced, liberating the
market from political uncer-
tainty.

The 10-year yield margin
between Spain and Germany
has dropped from 527 basis
points at the start of the year
to around 350 basis points. In
absolute terms, 10-year Span-
ish bond yields have dropped
200 basis points, and five-year

yields have performed better,

falling 280 basis points.

Italy’s recovery has been less

dramatic. The spread between
10-year Italian and German
bond yields has narrowed from
627 basis points at the start of
the year to 500 basis points,
but with gross yields at 11.79

per cent, they still appear to
have some way to go.

The country's severe debt
overhang, and the uncertain
political outlook before elec-

tions in the autumn, means
there is still a brake on Italian
bonds.

But the lira's devaluation
has served the market well,
and there is growing confi-
dence the currency is stabilis-

ing.

The much smaller and less

developed Portuguese market
has been left behind, but inter-

est in it could grow, as the
government establishes bench-
mark issues across the yield
curve.

The government is shortly to
launch the first 10-year issue of
domestic bonds. Analysts say
the government plans to issue
around Es400bn this year.

Nevertheless, the market
still suffers from a lack of
liquidity, and there are fears
the Escudo may have further
to fall. Despite this, with
short-term interest rates 160
basis points higher than in
Spain, the market appears to

offer prospects for healthy
returns as the economy
plunges into recession.

Tracy Corrigan

growth in state cash outlays

and low increases in tax

income.

There was some cheer for

the gOt market with the year-

on-year increase in the retail

prices index last month turn-

ing out at 1.3 per cent, the

same as in April and the low-

est 12-month rate since Febru-

ary 1964. The RPI excluding
mortgage interest payments,

the Treasury’s targeted mea-
sure of underlying inflation,

rose ZS per cent in the year to

May after a 2^ per cent rise in

ApriL Retail price inflation

excluding food fell to a 33-year

low last month.
However, inflation at the

retail level has almost cer-

tainly reached its lowest point

in the current cycle, with
increases likely over the next

few months as the effects of

last year's cuts in mortgage
interest rates drop out of the

RPI calculations.

Some commentators have
argued that the emphasis on
the RPI in calculating Inflation

is hardly sensible, bearing in

mind that the numbers are so

bound up with what was hap-

pening a year previously.

This may give more urgency
to the Bank of England's
efforts to come up with new
inflation indicators more
linked to cunent conditions
and which could prove useful

as the possibility of price pres-

sures increases in the later

stages of any sustained recov-

ery.

Peter Marsh

US MONEY AND CREDIT

Politics provides focus as

inflation genie is stoppered
WITH THE inflation genie

back in its bottle, at least tem-

porarily, the attention of the

US credit markets this week is

likely to focus more on politi-

cal developments, both in the

US and Japan.

President Clinton’s budget
cutting package, approved by

the Senate's finance committee
on Friday, is due to come
before the full Senate on
Wednesday in a debate being

billed as one of the most parti-

san Democrat/Republican
clashes in years.

In Tokyo, there may be fur-

ther ffogrlriai fall-out from Fri-

day’s sudden dissolving of par-

liament and calling of snap
elections next Tnnnth - a devel-

opment which sent the yen
sharply lower against the dol-

lar on Friday.

Both developments could
prove positive for the US credit

markets. Political instability in

Japan, coupled with a dollar

rising against European cur-
rencies as wen as the yen,
could increase the attractions

of US Treasuries for interna-

tional investors. Greater politi-

cal certainty in Washington
would also help the market
Admittedly, Wall Street has

factored into its calculations
the strong probability that a
much-amended deficit reduc-
tion package win pass through
the Senate, go on next month
to a conference between the
Senate and House of Represen-
tatives to iron out differences

between their two bills, and
finally be signed into law by
President Clinton.

However, actual clearance of

the measure through the Sen-

ate, after a debate limited to 20

hours, should provide consider-

able underpinning to the bond
market, since its post presiden-

tial election rally has been
predicated partly on firm

action to cut the deficit

True, the bill under discus-

sion in the Senate is a mMh
watered down version of Mr
Clinton's initial proposals. But
the new package should still

reduce the federal govern-
ment’s borrowing requirement,

while the new taxes it imposes
will tend to dampen growth
and reinforce the belief that
inflation, which grew at a 43
per cent annual rate in the
first four months of this year,
can he contained at a little

over 3 per cent for the whole of
1993. That belief gained credi-

bility last week when the con-
sumer price index statistics for
May showed a rise of just 0.1

per cent overall.

The market was not entirely

surprised, since May's pro-
ducer price index, released the
previous Friday, had shown a
similar slowdown from the
sharp inflationary trends of the
previous four months.

Still, the consumer figures
erased any lingering fears the
Federal Reserve might be
forced in the near future to
tighten monetary policy for

the first time in-four years.
'

However, the positive; effect

.of this news on the tong eml of

the market was quickly erased,
and the benchmark 30-year
Treasury issue ended on Fti-

day night with its yield
unchanged on the week, at Oft
par cent.

.An unsettling factor on Fri-
day was comments tor the; two
fiercest anti-inflation hawks
among the Fed's governors, Mr
Lawrence Lindsey and Mr
Wayne Angell, who issued
warnings that inflation
remained too high for their
tastes. Mr Lindsey said he
planned to increase- his folia-

tion estimate to an annnaifotfl

rate of 4 pea cent
Still, the market can. take

comfort from the fact that the
Fed has demonstrated an anti-

inflation vigilance over the
past few weeks by adopting a
bias towards monetary tighten-

ing, should the need arise.

But with the US outlook for
growth remaining moderate
and deficit legislation looking
likely, some analysts are sug-
gesting that long bond yields

could test their recent && per
cent lows over the coming
weeks. Some are even begin-

ning to wonder whether the
Fed's tightening bias could be
removed later in the year if the
deficit reduction package duly
becomes law and appears to be
endangering the recovery.

Martin Dickson

OS. MUM STRAIGHTS
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FT/FSMA PiTERMATKOMAL BOND SERVICE

FT Analysis has always covered a broad range of
European quoted companies.

But now the information available is better, because the

coverage is even broader.

FT Analysis now provides instant online access to

corporate summary data in over IS countries. Up-dated, daily.

The company information includes share price data,

financial reports, forecasts, directors and shareholders

listings, company activity, and recent stock exchange

announcements.

It's all presented in a dear and concise format, with the

facility to produce a share price graph, so it can be used as a
company briefing document

In fact there's no better way to get all the essential facts
you need to know about the company you need to know
about

For a free sample company report of your choice please
call (0742) 768881. Offer available during office hours up until 16D73i
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A PLIANCUL TIKE* INFORMATION SERVICE
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INTERNATIONAL CAPITAL MARKETS
international bonds

Eurosterling’s bumper year still shows promise
rr HAS certainly been a bumper
year so far for the Eurosterling
bond market. New Issn^nre for the
first half of 1393 reached £l5.6bn
exceeding the total new supply in
the Eurosterling market for the
whole of 1992, according to figures
from Euromoney, with no sign of
the steady flow of dealsabating.
Not surprisingly, the Eurosterling

sector suffered a severe setback in
the second half of 1992 as the pound
took a pummelling, culminating in
its ignominious departure from the
European exchange rate mechanism
last September.
That the tide has clearly turned is

due to a combination of factors,
including strong demand - both
domestic and overseas - for rela-
tively high-yielding paper, and
attractive swap opportunities for
the issuers of fixed-rate sterling
paper.

Investors have been keen to lap
up the new Eurosterling issuance
for several reasons. In the case of
overseas investors, one of the main
attractions in recent months has
been the belief that sterling would
appreciate against the D-Mark,
although with over DM23 to the
pound now, some of the European

Investors may become more cau-

tious about prospects for further
currency gains.

Leaving aside the currency
aspect, however, underlying condi-

tions for the bond market are still

regarded as attractive. Recent news
on the inflation front has been
good, and the market is being
encouraged by "noises from the
government that it will try to get

expenditure under control,” in file

words of one dealer.

There remains the question of
when the next interest rate cut will

take place. Last week's announce-
ment of a further surprise drop in

unemployment In May quickly dis-

pelled hopes of an imminent base
rate cut, leading to the under-
perfonnance of the short end of the
yield curve. Realistically, the ques-
tion of a base rate cat may not
resurface until either the Bundes-
bank eases, or the economic recov-
ery in the UK appears to be delayed
again.

For the time being investors
appear content with the relatively

high yields on offer in the Euro-
sterling market. “Yields are very
attractive compared with other
European paper at the long end.”

says one UK house.

UK institutions are particularly
interested in buying the long end of
the market because of the yield,

especially pension funds which
want 10-year or longer-dated paper.

There Is also a healthy appetite
from retail investors in this matu-
rity range. Dealers point out that
Channel Island accounts and high
net worth individuals have been
enthusiastic buyers of the higher-

yielding corporate bonds and build-

ing society subordinated paper.

“With inflation still at only 1.3

per cent and gilt yields of 8 per cent
to 8.5 per cent, investors are getting

outstanding value from Euroster-
ling paper,” says one UK house.

Furthermore, investors have been
spoilt for choice with an interesting

range of credits - and hence yield

spreads. In June, the market has
been tapped by names ranging from
Bank of Greece (which is rated
BAA1/BBB-) and Forte (rated A-/

BAA1) to those top-notch borrowers

Unilever and Marks and Spencer.

Bank of Greece launched its

£100m 10-year deal at a yield spread
of 175 basis points over the gilt. As
one dealer put it, “given that the

gilt yield is 7.9 per cent, that's an

enormous pick-up in percentage
terms - in other words, 20 per cent
of the yield is spread".

At the other extreme, and appeal-
ing to Investors who were after

quality, Unilever and Marks and
Spencer Finance both launched 15-

year deals, at spreads of 23 basis

points and 25 basis points respec-
tively.

One of the key factors behind the
surge in Eurosterling issuance from
the borrowers’ point of view is the
attractive swap opportunities. One
dealer estimates that between 60-70

per cent of the deals launched have
been swap-driven, mainly from
fixed-rate sterling into floating rate

sterling, although there have been
opportunities to swap into other
currencies as well.

“It [swaps] has driven the volume
in five-year sterling, and to a lesser

extent at the 10-year area," says one
dealer, pointing out that the deals

from M&S and Unilever were swap-
driven. Opportunities in areas such
as the dollar sector and D-Mark
have been less favourable recently,

and the main opportunities, on and
off, have been in Canadian dollars,

French francs, and sterling.

Most of the houses specialising in

Eurosterling expect to see the

steady supply of paper continue,
noting strong interest in the seven
to 15-year area.

“We're seeing corporates increas-

ingly interested in doing something
and watching with varying degrees
of readiness. Some are fine-tuning

while others are only thinking
about getting themselves ready,”

according to one of the main Euro-

sterling houses. Borrowers' main
concern is to lock into fixed-rate

sterling at the right moment -

when interest rates are at a low.

For the top names, it is cheaper to

borrow long term in the bond mar-
ket than to turn to the banks for

syndicated or bilateral credits, espe-

cially since banks are often unwill-

ing to arrange loans with maturities

of over five to seven years. Added to

which, borrowers appear keen to

diversify their sources of funding,
veering away from bank lending.

“If you are a triple A credit It is

cheaper to raise money in the inter-

national capital markets, but if you
are a lesser credit, it may make
more sense to use bank loans,"
points out one dealer.

Sara Webb

RISK AND REWARD

Victory over IRS
brings relief to

derivatives players

NEW INTERNATIONAL BOND ISSUES
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General Motors Accept. Corp.
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Industries Unktaft
LKB Badfln WOrttambog Fh.
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300 Jul.1998 5.625 99.908R
250 Jul.20Q3 635 9S36R
150 Jun.1995 8.375* 8938260
50 JuL1997 1 100
40 Dec.1995 1035# S93R
2bn Juo2000 6.125* 99.7360
190 Jul.2003 6.25 99.51R
50 Dec.1995 9.75* 99.7B3R

750 Jti.1898 Bfl 99350
350 Jun.1999 5.75 100R
100 JW12004 7 99.70

GO Jun.1988 73# 99.5670
45 Dec. 1995 (Pi 1000

Yield

%
Launch

bp
Book runner

6367 4-105 (5H%-88)

6377 425 (BK96-09)
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LEGAL victory last

week for the Federal
National Mortgage
Association (Fannie
Mae), the US gov-
ernment-backed
mortgage provider,
in a tax case
brought by the
Internal Revenue

Sendee, has drawn a sigh of relief

from derivatives users and practi-

tioners in the US.
Companies using derivatives have

been growing increasingly nervous
about the tax treatment of gams
and losses made on hedges, follow-
ing the landmark Arkansas Best
decision in the Supreme Court in
1988.

Although the Arkansas Best case
did not involve derivatives, it had
significant implications for the use
of derivatives for hedging. But the
potential applications of Arkansas
Best have only become clear in

recent years, as the IRS has started

to take an increasingly aggressive
stance on the use of derivatives.

Part of the problem is there is no
specific legislation in the US on the
tax treatment of derivatives trans-
actions used for hedging purposes.
The fear among companies has been
that they would be taxed for capital

gains on any profits made from
hedges, but would not be able to

write off losses.

While the interpretation of the
Arkansas Best ruling was that
hedging would be favourably
viewed if related to inventory, the
definition of inventory proved elu-

sive.

In February, the US Department
of Agriculture was told by the IRS
that its hedging programme for US
farmers, which allows them to buy
options to ensure a set price for the

sale of commodities, was under
scrutiny.

Fannie Mae is not the only insti-

tution to have its tax returns chal-

lenged; other large companies, such
as General Motors, have also run
Into problems over the use of deriv-

atives.

According to experts Involved in

the case, it involved a use of deriva-

tives for hedging, which is common
practice at Fannie Mae and other

companies. During the period 1983

to 1985. Fannie Mae frequently
hedged the funding of its purchases
of mortgage assets in advance, to

ensure that the market did not

move against it after a purchase
had been agreed but before Fannie
Mae had issued bonds to fund the
purchase.

Hie hedge was achieved either by
using the US Treasuries market or

the futures or options markets. This
is known as an anticipatory liability

hedge, and is widely used, for

slightly different purposes, by many
companies.
Since the future income stream

from the mortgage assets would be
ordinary income, the hedge would
not work if any gains or losses

were treated as capital gains or
losses.

Although the decision in favour
of Fannie Mae was widely wel-

comed by derivatives professionals,

many experts believe there is still a

need for further clarification to end
the uncertainty, which they believe

is deterring many US companies
from taking advantage of derivative

markets to offset risk.

Many companies have been using
the over-the-counter swaps market,

rather than hedging using
exchange-traded futures and
options, in the hope these would be

more favourably viewed by the IRS,

although this matter is also

unclear.

The Arkansas Best Coalition, a

lobby group made up of corporate

users, market practitioners and
futures exchanges, has been work-
ing on draft legislation, and believes

there are openings in the current

tax bill.

“The court decided [in favour of

Fannie Mae] on fairly narrow
grounds,” limiting the scope for

applying the decision to other cases,

according to Mr Bob Mackay, direc-

tor of the centre for the study of

futures and options markets at Vir-

ginia Tech.

However, the fact that the court

rejected the IRS argument that

short-term hedges are not allowed

under the definition of Arkansas
Best Is a blow for the IRS.

According to Cleary, Gottlieb,

Steen & Hamilton, the US law firm,

the case means that "Congress
won't have to find substantial reve-

nues to pay for legislation mandat-
ing ordinary treatment for hedge
gains and losses. Such legislation

also is no longer subject to the accu-

sation of being a 'corporate give-

away'."

Tracy Corrigan
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Offering ofShares

in

CREDIT LOCAL DE FRANCE
by

The Republic ofFrance

and by

Caisse des Depots et Consignations

Selling PriceFF386 per Share

The Republic ofFrance (the *Republic") and Caisse des Depots et Consignations ("CDC") propose

FRANCE, aFrench SocitteAnonyme,
representing30.5% ofCREDITLULALDt tKAJ\L.£ s

share capital.

shares in France, underwritten by a syndicateofbanks led

• France' underwriiten by a svndkate °fbanks led

by Banque Paribas.

^hareswouldbeusedfmthe purpose of
increasing the size ofthe French “offre pubhque de rente.

BarufueParibashasbeenappointedasglobalcoordinatorofthecombinedoffenng.

ThtikUing Priceof?F386pershare
was determined on 17th June, 1393.

SSpSd^Frmch and the international offerings is expected to end

on23rdJune, 1993.
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DGZ has a clear strategy. We are highly

focused in our approaches to problem-

solving. We are uncommonly active in the

markets we serve. And we are very special-

ized. Traditions that date back over 75 years.

DGZ can look back on a further success-

ful year: Total assets at year-end 1992

amounted to over DM 85 billion. The year-

on-year decline reflects the withdrawal

of deposits by eastern German Sparkassen

DGZ: 75 Years

FOCUSED, ACTIVE AND
SPECIALIZED

DGZ concentrates on wholesale banking.

Our clients include private and public-sector

borrowers at home and abroad. At the same

time, we are among Germany's large issuers

of bank bonds. Moreover, our activities extend

to the money, forex, and capital markets as

well as to the innovative market segments.

for whom we had assumed a central bank

role on a temporary basis. Interest and

commission income amounted to DM 285

million.

The complete annual report is available

upon request.

Financial Highlights (DM million)

1992

DGZ
1991

DGZ
1992

DGZ
Group

Total Assets 85,285 93,517 92,959

Oue from Banks 34,607 32,472 38.383

Debentures and Bonds 21.924 29.940 22,432

Receivables from Non-Bank Clients 26,262 28,132 29,617

Fixed Assets 250 248 138

Deposits by Banks 48.466 58,818 52350
Deposits by Non-Bank Clients 6,257 4,373 9356

Own Debentures in Circulation 26,992 26,149 27,505

Profit Participation Certificates. Shareholders' Loans. Capital and Reserves 1.401 1,346 1.499

Net Interest and Commission Income 285 282 339

Personnel and other Expenses 102 94 111

Taxes 72 54 78

Net Profit 36 33 42

DGZ# BANK
DEUISCHE GIROZENTEALE DEUTSCHE KOMMUNAIBANK fRANKFURf/ BERLIN
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Wc cover the latest European, U.S. and international news, and analyse the impli-

cations from a European perspective. In fact you'll find far more than finance in the FT.

No surprise then, that the Financial Times is read by over four times as many
senior European businessmen and women us any other international newspaper.*

Make sure you’re one of them by gening your own copy of the newspaper
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FINANCIAL TIMES

FAR MORE THAN FINANCE.
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CURRENCIES, MONEY AND CAPITAL MARKETS
foreign exchange and money markets

Powerful dollar
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POUND SPOT - FORWARD AGAINST THE POUND
JURIS DEV'S

spnte
OH Ora mu ill

%
(U.

Three

BOOTS
%
Pft-

US I.Wffi - I5ifi0 1.4955 - LOBS 03+O3avn IfiS £53
Cmda 1 9065 1.8350 1JKH - 1.9195 0.23-0. 16cgni im 057
flWWvtMl-i £8100 - £4250 2JH2S-£8225 hho* -158 lp.Uk -059

$140 - 3165 51.95 - SlftS 3-Boto -057
oissrak... 9.5600 -94250 96TB0 - 9ft250 n.-av»8S3 -2 66 -U7
ktosH • OMS- 1JOIS uooa - units Q594I1CM -1 IB -un
Genp,^ 2 5075 25)50 ISM 25150 t-tyao -zm I-IW -US
PbrtmU^.. 237 75 - 2«2S 23900 - 34059 124-143cdto -653 172-435* -674
S»ln_

—

19l£5 - 19£3S 16105 - 19£1S BO-IWSCOB 231-OTMj -535
Wy 226100 - 2280.75 227B50 7?60!M 7-6»Bda 22-2Sdb -4.12

105773 - 10 6100 105036 - 106050 Hr2Uito -OA4
Fuses 8.4150 . 8.4525 8.4100 - 44500 iViVte -1.78 2V3>Mto -151
Sraufefl—

-

IIJ525 • IlftfOO 11*700 - 11*60) 21|3l4MXft -7M 5V7ljdb -£33
JOT* lBZftO - 184.00 16350 - IM5D 2» llr-tpn £75
fiasuta 17.62 - 17.74 1759 - 17.7? '1 73 1<|4M -055
CMzniland. £2325 - 2JS50 £2400 - £2500 007 057
Em 1.2765 • 1JSH0 15825 - 15839 D-tB-ozscda -I.M (MULSH* -1.47

LONDON RECENT ISSUES

EQUITIES
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21% 15% Thum 0f8 33 6 765 20* tdh 20* -*

72 63 Thomas A B 1 Z24 62 X 324 69% 69* 69* -*
12* 9* ThomasM 040 33 SO 38 12* 12 12
28 17% HamsunM 140 84 9 37 21% 21* 21% +*
77 16% TlfaHter 640 1.8 *225681 22% 21% 22* +*

35%S4*nbm 028 03 35 1123 31% 31* 31* •*
54* 49* ItaeWn8.7S 49 14 3204 X* 52* X*

i.00 30412 1098 1133% X)
32 «fi 3% 3L« 3*

IX 7

B

4 13% 13 13*
IB as 4* 4U 4*

056 61 1 92 9% 9* A*
Z81 165 9 26* ?fl% TfA

19 578 12* 12% 12%

X* X% Smudar J 648 If
39* 30* SaapOnHs 1X0 ZB

19 10 Snyder Oi OX 1.1

47% X* sotedran

li iiSoAoiD
05 43* Sensible 2DO 32
45 XSonfMR 641 1.0

14% 11* SaOMbys 660 Sfl
49* 46* Surat Cap 160 7.4

X* 19* SMtotp
45 X SouBm CO

34% £* SoutwIGE

s% 5* Spartan Cp
49 X* Sprtnoax

31* 25* Sprtnt

38% 38* 38*
18* 17% 17%
X* 38* X

39% 28% TkneWmr
35 29 IhstsUtT

X% 26* Timken
4* 3 nonOp
13* 11 noon

6 4*ToddSnp

16jj 11* TdlBUB 19 578 12% 12% 12%
S3* 70% TootSU N OX 05 X 7 76 74% 74%
64% 49% Tordmarti 1.07 Zl 13 1874 X* 51% 52
21 'J 16* Tom Cap 648 28 40 Its 17* 17 17%X 18% Tosco Crap 660 16 8 335 23* X 23
23% 14* ToUSyst 614 68 X 30 X* 22% 22%
42* 35% Tots Rib 2432649 37* 36% V

3 1% Trammel Cr QT6 7 5 1 67 2* 2* ?h
25% 24% Iransomkic 1f2 74 M 40 2fl* 26* 25%

5b 45% Trmmr zoo 40 11 1329 50% 50* 50*
50% 09Transaln 0 SB 65 18 MS 51% 51* 51*

17 lSTwocoEn 060 39X1X1 15* 15* 15%
11* 5% Transmit 3 ! 10* 10* 10*
11% B% Transadi 624 ZS 9 X 9% 9* 9*
30% 23% Tramtos 1 X 5.4 4 2177 20% 29* 29*

IB 12% Tredegar * 0 24 17 B X 13% 13% 13%

11* 5%Tnnsaiin
11% B% Transadi 624 ZS
30% 23% TraMn 1 GO 5.4

IB 12% Tredegar * 0 24 17
X* 3e% TrtConCf Z50 7.1

56% 48 Tiftuoa 696 1.B I

26% 24% TrtCort 676 31
X* X* TrHty 680 1.G :

31* 21 Titan 098 22 <

<3% 28* TrlonEn 610 63
3% 1% Tucson B
io»2 e Tins cm ox z:
9* 5*TuWsl1h 604 64
34 25% Turn Cam 684 Z3

21* 18*Twtnnae 670 381
48* 37* TycoLdxy 640 1.0

l4n*TVcoTdr> 610 68'
5* 4* Tutor

77 20% 29% 2«
X 13% 13% 134
14 X% X* 35 1

.

696 1.B 25 MX 53* »% 52% %
676 31 170 24%d24% 24% -*
680 1.G 25 1005 TO 43% 49 -%
OX Z2 44 1307 X* 30% 31

610 63 10 4823 X* 34* 34% +1%
6IB23 3% 3* 3%

OX 22 14 564 9* 8% 9 *
604 a4 273 9* 8% 9* +%
684 ZS 12 552 »* 28 X* **
670 38 25 13 18% 818* 18% -%
640 1.0 17 1454 42* 40% 40% -%
610 68 X 397 12 11% 11%

44 47 5 4% 4%

x% 17* SB comm am 33 7 147 18%
19% 13* SUMor a32 If 24 405 U197<

lO1* 6* StndPact

34* 25% Sol Prod

X* IB* Standee

34% X% SUntane

0.12 If 50 371 6% 6%
0-64 ZO 13 IX 32% 32
648 24 14 173 X* 19%
1JU 37 12 484 27

475S X* StrioyWk 1f2 Zf 19 613 45
SB 234, Smetl OfB ZB 16 9 24* 24* Z4*

12% 11* SUB Md 892 7.8 32 11% 11% 11%
26 1B*SkLFedJ9k 652 Z4 7 470 22 21% ' 72

9* 7* StolgBcrp 020 3 7 18 24 7* 7* 7*
5 3Tj SttrtoChni aM Zl 53 561 3% 3% 3%

24% ISStertsSwe 14 297 19% 19* 19*
10% 754MHn -610 M 4 10 B% .8% 8%
X* 21* SBMMM OGD ZS 37 IX 24% 24 24*
19* 6* Stow Com 0.71 8.1 2 2367 9 8% 9%

OfB ZB 16

892 7.8

27 27
45% 45%
34* 24*

26 1B*SkLFadfk 0.52 24 7 470

19* 6* Stone QM
12* 8% ShnpeEq
43 iBSmgara

41* 29% Shahs
X* 14* Xideffm

684 7.4 12 X tl* 11% 11J

161 2821 V X* 355

13 XI 31 30* 30s

OX Zl 14 998 15% 18* 16*«* ivjwni u-w ai 1* id-'i 10-a

24* 19* Sturm Rger 160 4 3 15 140 »% X* 23%
G* 4* Suave Shoe OX 65 17 27 4% 4% 4%
11% 10* Sin Ota A 1.10 67 10 zlOO 11% 11% 11%
3% 3 Sun DbB 611 35 Z 179 3% 3* 3%

2 A SundMil 1804 1% 1% 1%
48% 42* SuOhlBt 1.12 Z5 13 2974 44% 44% 44%
11* 9* Super Food 634 3 8 10 283 8* 9% 9%
52* 27% Superior 0 18 03 30 247 49% « 49%
34% X* anenrtu 6X 13 14 1S99 34% X* X*

1<»% 110% UHL Dorp

29% 21% UJB Fta

10* 6% IKS
51 45% USFM 4.1

1* A MSG Cap
32% 24% UST0C
52 49 USXCwnPI
8% SUDCHma
25% zivuaoop
4% 1% UHnata

7* 5%(MCbC
35% XlWIlK
29* 24* UnKtrst

73% 51% LJMcvb
118* 110*178 MV
49 4i*untanCanp

20% leUntanCarti

18 9% IHonCorp
53* esunasfo
68 00* UnEI 4.50

40% 35% Unhn Eke
85% H% UdunPae
29% XvuntanPknr
28* 17% IMunTent
1% QlhMFh
13% BVIMaraOp
4% 1% IMOarp
4? 29% UBMMT

14% 12 IMXxnHl
14 eiHDandad
68 40UUflae
44 41 UUBun

10% 4%

.4: "a

M% X* Stans* 6X 13 14 1S99 34% 33* X*
X% 16* sum Care 616 69 Zl 848 18* 17* 17*
16% 13%aahsn* 603 62 737 16% 16% IS*
15% 11*9»mWTeB IB 387 14* 13% 13%
11% 9*SrmsCvp 11 4M 9% 9% 9%
20* ISSynowaFn 087 Zl 18 198 17% 17* 17%
Z3% 17% Syntax Cm 1-04 58 165660 15% 18* 18*

27* 22* Sysco CDrp OJffl 1.1 X 3070 26% 25% 25%
12* 7*^M«naCn 8 1M 10* 10* 10*

8 22981X%
084 Z7 19 1055 24*

12 10 7
410 82 X 50*

02348 l
698 13 18 8810 X
175 7.5 16 50*
1 68 27.4 5 197 B*
1.X 14 X 489 25

1 519 1%
9 245 6*

ax If X 266 X*
020 67 18 113 SB
Z3S 17 14 2100 62%
Z70 28 IS 3037 108%
IX 17 42 1156 42%
675 19 22 5059 19%

CD) V 12%
150 78 5 51

480 63 3 66
Z3Z 58 13 1339 40%
148 Z5 112427 80*
672 19 11 4Z7 24%
620 69 X 1021 X*

0 132 W
Z77 252 6 5484 11*

50 223 4
680 10 24 419 40*
670 50 77 058 14%
620 18 21 12 12%
603 61 X 1356 SO*
288 63 11 82 42*
OX 38 4 266 5%
OX 1.0 14 57 30%
613 If 1Ma1D%

14 12 ,5
612 67 131954 IB*
620 1f283 1272 17%

4 zQ 2
IX II 12 237 39%
6X 13 57 70Q 9%
OX 1.1 11 4968 SB
Z14 4.9 14 5854 44*
IX 1X14 6490 u54*
082 61 18 90 15*

23 IBS 12

688 18 18 357 34*
IX 98 64 183 16%

121 122% 41*
23% X 4*
6% J
d? *1 ^

28* X% -*
50* SO* -*
d5% B* 4*

35% 35%

v z,!» -y
K% 02% 4%
105 105 -1*
42 42* -%

«S% 19* +%
12 12 *%
50 50
85 G5 4l*
40 40 -*

X% M% -%
23% 24* 41*
21% X 4%
A
11 11 -H
3% 4
39* 39% 4%

14 14 -%

$3 3
«* 42* -*
5% 5* -*
30* X*

i#s .

15% 10U t*
16% 17 +%
1% 1%
39 33* -*
9% 9%
37 27 -%

43% 43% %
53% 53%
15* IB* -*
11 % 11% *
X* 34* 4*
16% 10% 4*

X% 17*
*% 32?

$$
$$
44% 30%
X* 23%
X 25*

II 4 B%
78* 59%
28% 21*
44* 37
Z8H%
244227*
10 12

as
18% 14%
44 X*
10 3%
27 X

15* 10*
24% 18*
125 74%

$i’l|
50* 4ii4
10* 12%
16? 5*
,J

2 *S

13% 9* Wtdpac
38 30% Westani

45^2 36* WeyahMin
23h 17% Wicalahrtr

57% 43* mrtpoot
16 l5*«Mlrtrt

15% 12% WMtBiani
16 1I%M«Ub>

31% 25% Wav Inc

7* 4%«naB8a
50% 35%im«H
7% B* Witte
8% 5% Wndmera
79% 52% WfflOMe
9% 5% Wknafiago

28% 24% WkcEnargr
35% 30>4 WhcPuflBv

56% 48 WtooCOm
40* 29% wmx lacn

X% 13% HUvemw
32% 27 WoctWVttl

13% 11% UtaridWda

8% 4%9toridavp
X* M*WWey
21 15* Wyto Labor

35% ZS Wynne W

21 1324 29%
IX 58 16 108 34%

10 5429 14*
IX 12 25 1320 X*
6X 10 70 44 12*

183 537 5%
080 T.5 21 1687 42*
658 14 13 G87 24%
613 65 X40329 25%
604 0 5 18 72 8
128 12 15 *330 71%
1 40 6.4 X 1829 22%
Z1B 5.3 14 IX 42*
IX 48 12 IX X%
4X 18 19 X 229
088 SB X 116 17*
OJU 2.1 SHOO 3%

0 10 2
OX If 13 746 15*
LIE S3 32 321 43
084 7f 3 51 6*
068 ZG 15 tl SB
61B 16 15 998 11

OX 08 12 SX 24
ZOO 28 22 3882 101 %
OX 1.6 3 3823 15
640 1.7 IB 41 23%

6 X 48%
OK il 10 243 15%

S3 622 15%
7 2746 4%

OX 08 23 96 34%
615 1.1 95 56 15*
IX 5.7 14 863 X*
0.40 67 16 8103 14%
632 31 1 90 8%

X 178 11%
641 12 8 S04 12%
1.10 14 19 940 32%
IX 28 I83487B 41*
606 63 SB 882 18%
IX Z3 SB 1803 X*

45 14 16*
OX 2J 14 1780 13*

9 20 13%
183 4 9 17 231 31*

0.

10 1.8 13 X 8%
IX 10 12 2419 if1%

22 V 7*
21 2t7 8

1.

X Z4 17 708 58*
24 324 7%

IX ID 15 777 X*
1.74 5.4 13 87 32%
184 14 23 XT 54%
660 1.7 18 7701 35
616 69 48 85 18
1.16 4.1 13X18 28*
604 Of 92 13*

1 364 4%
640 t.l X 1377 X
OX I 7 10 805 17
OX Z2 12 88 X

11% 12

a** 24%
CSV X*
71* 71%
as a
41* 41*
d22% 22%
8227 227*
JOjj

1
17*

14% 14?

£tlt
10% 10%
X% 24

99% 100%

15* 15*
d4 a

X* X*
i5}a is*
X* 34*
14% 14%
8* 8*
11% II*
>Z% 12%
32 32*
41 41

19% 19%
S3* M*
16>e 16*
13 13*

13* 13%

X* X*
17< 17%
2B 28*

a ‘i
M% 35

$$
W% 7l*Xenn
55* Si* XenMi.125
X* 31% XtaC

1* %Zapam
10* 5% Ztmnaec
29* 1B%ZenBiNat
7% Tanti Inc

15 12% Zero Cop
40% 3l%2unM
13* 12% ZwatoRnd
10% 9%aragTod

IX 19 32 4B7S
4.12 7.8 3
0.48 U 15 802
1.74 5.1 14 40

50 518
2 883

IX 4f 20 X
0.02 160 42
640 Z7 20 IX
OX Z8 14 343
1.12 8.7 342
698 64 44G

77% 78% 77*
53 53 53

37% 35% 37%
34% X% X*
1* 1 1

B% aja «a$$$
U15 14% 14%
32 31% 31%
13 12% 12%

10* 10* 10*
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AMEX COMPOSITE PRICES 4/mdbsaJuw 18

H Sts

nr. e ion

Acton Cpr

ArEvpr 614
Affinlnc

Alpha bid

Prefer Pa OX
AmUaBBA 084
Amdahl Cp 605
Ambqu
Ampal-AmA
ASH taw 680
Asvntadi

Atari

AsasCMB
AaBora A

BW Ocean

BafeWnTA
BanjrRG
BAT tad

Beard 01
BamenBr
BHalfcn
Bta-fladA

BhwtfA
BdarFh
BnrVaaey
Boom*
Bowne
ElrascenA

055 I 2IX
OJU 43 470

9 11

run 23 472

0 X
640 II 238
1J10MO 8

7 IX
645 M 03

42 206

49 10

13 51

630 9 562

IX 10 333

tOgM Low Cinas Chug

ll li li >4

36*636* X* -*
1X17% 17%

1 1 i 5
4* 4 4

2^1 2^ 2^ ^
,2iS li .2? 3J

3 3 3 .

3^
(O^

18^B ta 18^8 -*
24 24 24

14% l«* 14*
IS* 14% 14% -%

Stack

Caul FdA
Comlnoo
CDmputrac
Caned FhA

OossATA
Crown C A
Crown C D
Cuttc
Cuatomrdh

W 5b
Dtv. E 160t

601 396
OX 13 8

23 40

12 15
IX 33 IX
640 12 33
640 11 60
183238 22

12 X

Btg& Urer Clare I

1* lit l.t

7* 7% 7%
17% 16* 17*
IB* 15% 15%
13% 13% 13%

"allS IS

Stock Okr. E 100a fflgti LopCkuaCtag

HoaKlCh >2 228 o4% 4 4% +%
HeaOVM 1 19 2% 2H Z% +,%
KataoCp 615 29 zfOO 10% 10% 10%
Mhwan 11 1405 3* 3* 3* -/»

FtamS/M 93 1053 3{2 3% 3% -A
HvnanlanA 2B 155 11% 11% 11% -*

3 415 5% 55]

8% 6% 6%
11% US ’l?
2,‘« Ml 2(5
17I2 17 17*
9% 9* 9*

01 tab 16 154 lA 1* Ift

Oucommun 6 12 3* 03* 3* -*

Duplex 648 27 18 II 10% W% *
DWG CUP zra 240 19% 19* 10%

048 14 21 12 12 12
182583 29 J7* 17% 17*2 *
607 37 7880 11% 10% 11* *
626 13 30 15% 15* 15* -*

0 05 u% ig & -A
12 1450 3A 2i! 3 -it

650 11 « 30% 30% »* *
120 32 2 X* S3* 63* *
620 10 2 10* 10* 10*
652 13 X 21%d21* Zl*

,S 529 37* 36^8 3fi% *

taL Cnu 4 4728 5* «% 5 *,l
tatarmaun 19 225 0% 0V 9% -*
IntaWk 612 0 7 u* A * +aS

X 1432 14*d13% 13%
II 10 4% 4% 4%
SB 869 17% 17* 17%

81020 |3 d% %
19 5 6* 6* 8*
32 HW 1A 1 ft 1,\
0 240 * * ja
14 60 15% 15 15*
14 Z1X 24% X% »%

H St
Stack Oh E 160s Mp LawBom dreg

OdeOcsA 291 27 X% 8% 8% _
Man 624 SB 1911 23% X* 22A| +%
fVpaao6 6)0 86 2406 22* 21% 21% +*
ParM OX 2 81 13% 13* 13% -%
PBtHBP IX 11 *3 aUi 3>* 20* -%
PtdLO OX 9 t17D 35* 34% 34% -*
PKirerA OX 12 IB M 24 24
Ply Gam 612 17 3CQ 10% 10* 10% *
PMC 674 18 9 13 12% 12%
PnoUloA 610 1 164 m ill lit

RB&WCp 2 5 5* 5* 5* -*
neddEmr 17 10 4* 04* 4*

SJWQvp 2-04 10 7 36% 36* 36^4 ,
SKnUntan 31 2 18* 18* 18* -*
Slat B 604 12 IX 8* 6* 6* +*

CalEngy 18 965 17% 17* 17%
Catarap 0 10 1,5 h\ * «

SrlsSn; 628 15 4 12* 12* 12*

ChmbaA 601 5 386 4& 4A 4*
Owtera 9 8 4* 4* 4*
Champion 24 161 17% lu%

JJ
Chiu 2 569 5* 5* 5*

Bant FdA 670 17 321 M 24% 24%
Gbffltr 670 19 76 18% 18% 18%

GrtdOrid 15 45 % A % +w
Graomwi 16 43 4% 4*2 4*
QWCda 634 2 267 4* 4?a +ia

KxrtEO 624 18 4032 37% 37* 37% *

Laser md 19 5 6* 6* 8*
LeoRierm 32 ZlX IA ife 1,%
Lionel Cp 0 240 >e * W

,
umvRtac 14 X 15% 15 15* +*
Lyndl Cp 14 ZlX 24% 24% 34% -*

MafcrtSc 19 213 19% 19* 19% +*
Manam 8 60 24* 23h 24 +%
MedbA a«4 M IX 21* 2»% 21* +*
Mem Co OX 3 ffl 4% 4* 4% %
IIOOgA 61 12 6% 8% 5%
HSHEtp 4 IX ll H >2 i’<

Mm 3 143 3% 3ji 3ji
New lira SO 63 12% 12* 12* .*
NVThnesA 0.5G15B2540 23% 23% -*
mhCona OX 47 X 12% 12% 12% •*
NunacO&G 70 95 6% 6% C% -*

MV Ryan 2 14 * d.5 ,5 -A

I Tihd X X 1% HI i,*2

TabPmta 040 X 23 II* 11 ll

TeaCWO 634 SB 617 43% 43 43%
nurmsoes n 2m J4% 14% 14%
Thermetat 32 245 38% X* X%
Total PW 640 21 IX 7% 7% 7%
TBwnCnfey 0 IX 3A 2H 2iJ
TUnsKex S 543 41a Va 4 1*

4* 4*
,

Mam Co OX 3 25 4% 4* 4% +% IMtarisA 3 5 I* dl* 1*
12% 32% -* MooflA 61 12 8% 8% 5% UUFowtfi 0X 75 42 1* 01* 1*

MEtp 4 IS li H ll UnttfWS 34 BO 9* 8% B%
14% 74% USCBU 115 XuZ7% 27* Z7*

IB* 18% urn 3 143 3% 3(1 3ii Bfcalhertd
. __ 34 880 11% 11% Ilf4

LtaffdodsA 3 5 1* dl* 1*
UUFoodS OX 75 42 1* «* «*
uwnms 34 w 9* 8% b%
USCdU 116 XuZ7% 27* Z7*
HaaOMrtd 34 880 11% 11% H%
Wesbmer 658 10 35 26 26* X*
WHET 1.12 2D 210 14% 14 14

Worthen 620 9 IX 22%d22* 22*

Xytuah 7 let) 7% 7* 7*

Abet Ik E Hb 8p ire ire Qq
ASWBranta IL32 16 323 19 IB* IB* *4

I
AttCorp 612 25 « 14* 13* 13* *
AcdaimE 34 8536 23% 23% 23* -*
AmaMfe X 52 17% i? 17 •*
ACttm Cp a 617 IB 17* 17*
Adapadi 124017 21 £0% 20%
ADC Tate 27 388 X 57 57% %
AdUngn 41 245 15% 15* 15% -*
AdiaSorv 616 i9 X 22* 21* X* «i*
AdoteSys 640 3311276 89% 65* 65% -3%
Advance C 11 359 12* 12 12* *%
Adv Logic 13 32 4* 3% 3% •%
AdvRdjm 16 177 7* 7 7* %
AdyTchUb X 354 17* 16% 17 -*
AOVana 625 18 1402 46% 44* 44* -2*
ABjmav 17 IX 16* IS IS* +*
Agency Re 13 627 B% 8* 8*
ApmEfl 610 46 1276 9* 9 9%-*
AtaoAtW ZSQ a 1060 X 38* 38% -*
Aldus Cp 97 1950 17% 17* 17* +%
Atev BaM 0X 14 499 27 26* 28* •*
AflagbSW 15 544 9* 9 9%+*
Aden Org 648 13 XX* +%
AOtaiPn 7 274 10* 9* 9% -*
ABuCapD x 1X15 113 17% 17* 17*
AH Cap x OX 12 46 13%d13* 13*
AloeneC 6J2 13 4 6* d5 8*
AttiGoW 606 3 832 1% 1* 1% +A
Altera CO 39 1099 19 1B% 18% -*
Am Banter 668 10 X 2B 27% 27* -*
AmctyBu 2B IX U21 19>2 SB -t

Amuanag 15 928 18* 18* ie* +*
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Am Med B 14 2T4 7 8* 6% +*
AreSollM 632 34 850 8 7% 7%
Amfttwys 44 334 17% 17 17%
AnSmetA 088 17 2059 55% 54% X -*
AmertaM 0 673 Jr A * -A
AmettadW I9 3S87 I A iQ 1JJ

Am IM1I 204 7 191 53* d50 »* -3

ArnarPOW 48 5330 34% 33 34 -*
AmTrav 8 358 9% 9* 9%
Am FlBlT 41534 u1% 1 1* +A
Amgen lac 1311297 X 34% 34% -t

Aavccncp 41 234 31% 31 31 -*
Amtafin 42168 S 4% 4K
EM# 16 331 16% 16* IS* %
Aaayso 080 17 82 2B 78 2B tl

AnangalAm IX 17 SB 17% 17% 17% +*
Andrew Cp 19 52S X* 27% 28* +*
Andros Art 14 481 IS* 14% 15
ApggreEn OX 36 216 12* 12 12 -*
APPBta 21 773 G 5% 5}J +,

l

s

AppUMai 35 5088 56* 54* 54* -1%
Apple Comp 648 927657 42*039* 41 -*
Anflebera 609 38 200 X 34* 35
AiteDrx OX 18 B07 19* 19 18

Arctao 021 19 195 19* 18* IB* *
Argonan IX 9 18 31 30* 30* +*
Amur AI 084 181476 16% 16* 16* +*
Arnold In 664 18 25! 32 31 31 -1

ASK Grp 34 2436 11* 10% 11 +*
Acporrel 41 571 33 21* 21% -1*
AxocConvn 1GB S 21* 30* X* -1*
AST taut 84171 15 14* |4%
AMnn 33 7 9% 9 9
AflSEAlr 628 28 3994 31* X 30* -*
Autodesk 648 X 4240 54* 52% 53* -*
Auubdo 18 117 ‘Pit 3% 3lJ -A
ArtXate 0f2 17 X 2% 2% 2% •%
AztrOp X 9029 9* 8% 9

IBEIB1 OH 7 7 7* 8% 8% +*
Babbages 17 SOB 23* 22% 23*
BakattWt 220 2 1% 2 +%
Baker J OX 17 797 22% 22* 22* +*
BBanlB 650 10 9 1)41 X 41 +*
BtakrtM 004X1050 16* 15* 15% -*
Baadec 13 333 18* 17* 18 +*
BnftSnuHlX 616 122360 13* 12% 12% -%
BantersCp OfB 7 24 »% 2S1* 25* •*

BankMtores OX X 465 32 21* 22 +*
BaoiaGeo 648 18 557 30* 29% X*
Basset F 684 18 4X 35% 34* 34* *
Bay View OX 15 210 !9*d18* 18* '*
Beybsrka OX 11 2026 41* 40* 40% +*
BB&T Fin IX 11 801 33* 32% 33 *
BE Aero 321463 14 13* 13*
BeaudCre 0X 181118 8 7* 8 +*
BanSJeny 23 752 27* 26 26% -%
BaridayWR v640 15 325 30*4 38* 38* -*
BHAGrp 16 Z72 16 14% 14% -1*
BHAGfp 33 ZlX 19% 18* 17 -1*
O Inc » 3* 7% 7* 7% 4*
HgB OX IS 118 20* 19% 19% 4*
BtadbyWxOX 11 766 11% 11% 11%
BtoQen 21 4465 32 X* 30* -1

Hornet 191909 10* 10* 10% •%
GfcKkDrgv IX 14 IK 47* 46 46 -1

BMCSaftw 19 4559 48* 46 48* -1%
BoabnenS 2f4 12 1710 X 56* 58% -1*
Bab Evans OX 18 439 17* 16% 17* *
BfltaChA 0 31 A A A -&
BoctefB 15 4 25* 24* »*
Bonend 77383 25* 24* 24* •*
Boston Bk OX 6 32 32 30% 31* +1

Boston Fc 45 731 8* 8* 8*
BranyiNA 0X 27 147 38* X 35* +%
Bread Com iso x ig* ia% 19*
Bronco X ox x 207 10% 10* 10* +*
BruooS 022 171660 10 9% 10 +*
BSBBncp IX 8 X 32* 31 X*
BTSUpag 048 0 143 u3% 3* 3*
Brfteta

BukdereT

BumpSS
BwrBnro
BustoeaR
BrntaWg

Bytw

33 1X1 19* 18* IB* •*
X 285 10 9% 9% +*
5 54 2* d2

X 219 7* 6*
17 327 X* 23

27 IX 19% 19

4 374 3% X

d2 2

I* 7
23 23*4

19 19* +*
03 3* .

CTec 4701699 u25 22 X* +2%
CebotMed X 95 7% 7 7*+*
CadSdmps IX 18 338 27* 28% 27* -*
Caere CP 1Z1027 7* 7* 7* %
Galgem Z2S 11 7GG 14* 13% 13% -*
CMMtore 31 305 19I2 18* 18% -*
CaroMBo ll 1X8 5% 5* 5% -*

CandetaL 2 « 3* 3 3* t*
Canon tnc Q54159 399 61% X% X% ->2

Canonto 2 6 4* <8% 4* +%
Creflnal 616 153309 27* X* 27 +*
CamonCm 057 22 62 X% X* X* -*
Cascade OX 16 X 21* 20* 20% +%
Casay S 615 14 103 17 16% 17 +*
CMgene 10 194 10% 10* 10% »*
CeUre 4 1379 13* 12% 13 +*
CEUCp 10 IX 9% 8% S -*
CemreTd 16 IX B 7* 7% -*
CBrtocnr 21235 8% 8* 8% +%
CnMHdx IX 12 IX X* 27* 27% -*
CnMSpr 57 13 11* 11 >1*
dundtar 13 72 4 3% 4 +*
npler I 084 81708 27% 27 27% -f*

Chanting OX 1724290 13* 12% 13* +%
Cnackpt 19 732 9% 9 6*
Chemdax ffl « 5% 5'a 5% f*
Qtamtab 14 293 II* ^4 10^2

ChemtbE 18 213 iA d[J a -*
Owapmrer 13 70 4 3% 3% -*
CMpsATe me 3% 3* 3% +*
CHrenCp 343900 57 56 56* -*
CbaiFtav 1.12 17 IX 59% X SB -%
CtaaaCp 614 27 310 26% X* X*
Qmregc 24 4170 20* 19% 19% -%
OS Tacfi 512 XI 5* 4% 5* +*
Qaafiya 4510900 53% 51 51* -1%
OZBancp IX 15 in X* X 25* +*
Dean Iter 23 2740 13611* 12-1*
OttsDf 29 300 14% 14 14* •*
CMhesbn 183X9 9% d9* 9% +*
CucaCotaB 088Z3Q 571 uX X* X +%

22 23* +2%
7 7* +*

cneckpt

Qbrodax
Oumlab
Chem&t
dwnpmnr
CMpsATe
QvronCp

CDriaEnw 250 261 7% 7* 7* -*
CmtaAbm 71341 X* 7* B +*
Cognexqp X IX X* 27* 27% +*
Cogn 13 348 6% 8* 6%
Cuberaffi X 1320 14 ^2 13% -*
Cohagan 34 IX 23* X* X* -%
CoM Gas 1J4 19 X 35 24* SB

CdUGrp 060 10 SIE 24* 23% 23% -*
Chubb Hap 19 1238 26* 25* 25* -%

Cmar 610 22 1602 X* 22* X +*
OmanA 614 142410 22% X* 22* •*
CmcstASp 614 122494 20% 20* X* -*
CmnSksteOX 11 X 2B 27* 27* -%

Cornnoear 670 SB ffl i&% 16* 16*
Coroprtate 43 1486 13 12* 12* -*4

COmstm 3 IX 7* 6% 7* +%
CDtatoCkfl 70 2635 3% 3 3* -A
Carrfapet 158 42 865*2* 51* 51% -*

Qvutejui 7 X 7* 6* 6* -%

Censes 1.44 43 914 8* 8 ft,
s
s

CfflMCal 18 1023 15 14 14* ->4

CnblData 0 61 11% 11* 11* -*

OoonKAl 6391623710)8% 18% 16%
Copytrie IX 1538 12% 12* 12%
CMtaCp 14 4X 27* 26% 27* -*
Core&tab Z18 11 447S S3* 52% 53* +*
c«d qja 32 in 8% b* a* -*
Costco Ml 1616308 18* 17 17* -*
Craetaf Bx 002 3843® 28* 27* 2H +*
CityCnnp 1 481 2% 2% 2%
Crest* 1.12161792 39 38* 38* -*
Croretflaa 3 538 5 4* 4% •*

CVtogw 131139 12% 12* 12* t*

Stack Ota. C lotto HgB low Lret Cfatg

Dataxope 2S 231 14% 14 14* -*
DanptaOp OfiOll 117 24* M% 24

OBOSbops 020 18 102 6% 6* 6* -*
DtKAEfl 632 6 305 17* l^z 16* -*
Detott Ee lUO 14 183 X 27* 27*
Pcfcnampa 644 11 x 21* tco zi* +%
Del CDmp 734413 18*017* 17% -%

DepGryx 6X10 38 27* 26% 26%
Devon 620 10 199 8 7 7* .*
OH Tech 11 881 i2% 12* 12*
DtaredB OX 121487 31% 31* 31* **
DtglU 22 793 X 21 21 ->2

OlBMtoro 7 620 15* 14% 15*
DIB Sound 22 120 1% 1% *i2

OgSyst X IX 5* 4% 4%
Dttnra Cp 18 1152 X% X* X*
DUenu 620 16 602 i2*adH* 11% -*
DHAPtaW 4 415 5* 5 5 -*

DobrGrt 020 25 1267 X* 27* 28 4,

Don State 644 55 XI U27% 28% 27

DachHDi 060 46 59 u15* 1515* <-*

DracaEngy 22 149 u24 X* 23*
DrassBam 12 202D iidio* 10% -*
DreyGO 024 251102 X* 27 27 •%
Drug Empo 008 35 170 7* 7 7 -*
03 Bancor 189 8 227 15* dlS 15 -*
Dvriron 660 23 143 22% 22* 22*
DurrFV 030 24 8033* 32% 32%
Dyiustya 2 XI 1* 1 TA
Dynaudi 17 729 31 X* 31 +1*

- E -

Eagle Fa 9 148 7* 6* 7 *
Easel Cp 8 225 6* 5% 5%
EastEramd 2 323 1 d% %
Ed Tel 606 27 2299 X* 35* 35* -1

Egghead 19 710 8* 7% 8 -*
B Pastfi 2 384 2il 2% 212

EtocbSd T84 542 10 9% 9% +*
Bec&kn 4.40 27 2 X* 27* 27 •!

ElectAlts «l S612 27* X* 2G% -*
GmoorrAss 21 313 S* 7% 8

EmMaCp 17 278 7* 6% 6%
Enter 3 441 3* 02% 3* -%

EngylMrs 60Qz1Xu18* 18 18

Engraph 612 24 81 13 12* 13 +*
Enrattac 3 309 5* 4% 4% -*
EqntyOH 010 67 161 4A 4 <A
Encssrn 048116 82X 42% 42* 42% +*
EvasaSBt 25 IX 16% <5 16 -*

Cverex Q 306 * d* *
Exabyte 14 2321 to tS* <0 +%
Exam* 18 633 18 15* 15* +*
Expatr I 14 40 28 27 27* +*

-F-
FnlQrp 16 136 7% 7* 7* -*
FarrCp 624 7 20 8 7* 8

FastanN 603 56 483 25% 24* 25* •*
FFFtaU 26 1102 28* 27% 27%
FRnmlcs 1 205 6* 6* 6% *U
FHlhThrd OX 19 IX X* 52% 52% -*
Fifty OK X 1226 6* X* 6*
RggiaA 080 tl 79 16 IT IT

I

Ffenet 12 526 11% 11* 11* -*
FstAtaemaxlJM 11 1472 31* 30% 30% 4*
first Am 660 13 539 X* 26 28

1 FdBcDhb 1.72 11 187 46% 44% 46% +2
FetCuBi 655 16 228 18* 17* 17* -*

|

FMSecty 692 10 330 26* 25* 25%
Fit Term 1 1.44 121056 41* 40* 40* -*

Fawesm 038 6 21 5% 5* 5% 4*
Fstlaflfc 6X 9 1935 27% 27 27*
Fksherx 080 13 653 51 49* X* +*
Ffestmiss 575 809 5% 5* 5% 4*
Ffctrv ZB 12J9 18* 18 18* 4*
Flow ta 24 477 7% 7* 7* -*
FooflUonA 609 2012326 6% 6* 8%
FaadLtanB 609 196045 6* 6* 8*
Foremost 1JK 15 241 35* 34 35

Ftarschnar 17 65 14% 14* 14* -%
PtiKBanc 030 13 618 X* 20 20 -*
Foster A IX 255 4* 3% 4 +*
FrttiFkl 606 13 20 M* 37% X*
Fremont G 1.X 9 28 nil % 40% 41*
FstEastn 1.12 5 360 T7* 16% 16%
FinfWx ox 9 575 13* 12* 13* 4*
Fai Haste 1.1510 73 28 27% 27% •*
Ftfar HB 648 16 178 X* 38% 36% -*
FtVtanFhx 673 II 32 22* 21% 21%
Finn 024 IB X 15*dl4* 14*

-G-
GHlApp 12 C 7* 06% 5% -*
G8K Sere* 610 23 IX 17* 17 17

Gates 71567 5* 5* 5* -*
Garnet Rs 5X5% 5 5 -%
GeMCu 618 1 10 u4 3% 3% -Ig

Gendax 25 1101 37%d34* 35%
Gert Bbid axis 4 16 14* 16*
Getty* X 558 3% 3* 3* +%
GeiBORi 141336 21% 21* 21* *
GBttexCp 480 52 454 41 39% X* -%

Genus tac 1 XI 2* 2* 2*
GenzyiM 24 1708 X* 37 * 37% +*
GsregNyM 14 63 ID 09* 9* -%

GBsnGt OX 38 1154 IB* 18* 18* +*
GkkAigsL 612 183834 23 22* 23 +*
6Xert A 672 17 IX 21* 20* 20% *
are Bum it 297 8 5% s* -*
Good Guys 29 333 10* 9% 9% -%

Gmtdsftnp 080 2S2157 25% 24% 25* *
GraucoSya 16 145 2* 1% 2

Grante 020 48 IX 17* IB* 16% -%
Great Am 602 0 63 * & * +A
Green AP 080227 1 5 21 20 20%
Grown Pit 61890 4* 3% 4* +*

227 15 21 20 20%
01890 4* 3% 4* +%

39 921 3* 3* 3*
12 255 13 12% 13 +*
M IX 27% 26% 26%
62 625 5% 5% 5%

- H -

Hading A 22 38 9% 6* 9%
Hattevydx 656 14 595 25 *024* 24* •*
Harper (to OfO 77 26 15* 14% 14% -*
HBOAGD 030 27 1X1 28* 25* 25* -%

Heakhcar 14 2655 13?a 13* 13* *
Heal there 600 13 63 9 8% 8% +%
Heattadyn 161743 9 8% 8%
HeaRbW 11 118 7* 7 7* +%
Hecbtagar 618 15 474 10% 10*4 10*
HeektaCan 10 8S 27* 36% 26%
HetenTmy 1 1 579 20* 19* 19% -%

ItagmSys 615 23 282 7% 7* 7% -*
Hotoglc 450 194 4* 4* 4*
ttomeBeat 678 9 15 24% 24 24

Home Utah X 847 7* 5 6%
HgroeOtea 672 12 147 13* 12% 13* +%
t&neslyBar 1 174 2 1% 1%
Hon tads 640 23 29 29 28 29 *%
KfflbMk 69 1759 IG 15% 16

HasehRes 630 13 93 5* 5 5* -%
HtM JB 620 21 354 21* 20* 20% -*
KrtterEnr 2 536 % A *
Hudxigtnx 672 12 243 25% 25 S* -*
Una CD 6W 31932 5% 4% 5*
HbchTedi 5 1829 24 X% 21 -2%
HycerBB 13 510 4lj d4* 4ft -Ji

fffl&fS

ICFkit

DBCom
CtaW
otoc
nmucar
tamunn
htmuuudtt

Inununoovn

55 IK 0 7*4 7*4

30 159 5 4% 47
fl -A

42 1999 38* 37* 37*
35 571 U36 24* 24%
0 20 & Hit A
18 179 6* dB 6*
57671 32% 32* 32%

2 33% 31% 32

4 292 7* 6% 7*
Imped 0c OX 9 247

j

Am mi. t iw lap ta w Bu«

JttesMed 008 25 56 10% 10% 10% -*
•bdynCp 1.16 13 SU28* Z7% 27%
JSBfin 056 12 381 24* 23% 23%
•kwLtg 024 17 268 16tf1S% IS*
Jtaun 0 ip 17 1680 ID* 18* 18% +*

K Swiss 16 968 24 ?3 23% -*
KuranCp 6« 11 181 10% 10% 10% +*
KmJierC 603 23 596 7* 7* 7*
Kjy0ancp»036 16 536 27 26 25% +*
KeSeyW 416 31K 26* 24% 25 -*
KMy 5* 0« 24 114 26 25% 25% -*
KenCenn au 1 U87 3* 3% 3%
Kentucky Oil 6 46 8* 7% a +*
Kmtaal 084 19 113 31% M% 31* -*
Kroner IX 16 8 7U 8 +%
KLAbistr 30 1)48 18* 17% 18* +*
Kramwoge 4 936 10 9% 9% *
Komagtac 22 1637 19 17% id -%
KuhcwS 31 652 X* 19% 19% +*

10 9% 9% -%

* dA *
* 25 25* -*» <Sa*a% a +% «« m» sFa zs '*

SISid 1* 23*
*£ W* 10 Z2 H% w 14SSS^S -S “ li

11 66 a 27* 27* -% ^a 28 1fl% 16* 16* +* 632 13 380 7% 8% 6^9

43 1486 13 12* 12% -* 61 7846uI1% II* 11*

15 7% «% 7* +* 10 in 7* 6% 7* %
70 2^ 3% 3 3% A 7 80 7 6% 5* •*

42 0B5u52% 51% 51% -* KM Cp 620 1638031 57 X 55% -%

7 38 7* 6% 6% -% *n*B® 3 143 3 2% 3 K*a

43 914 8* 8 8,4
tadpiffl 22 9527 12% 12% 12% •*

181023 15 M14* -* bbrTM '5 240 6% 6* 6*8 %
0 81 11% 11% 11% -* OSErtteA 024 15 488 11% ll *1 -*

16 z)71 u)8% 1B% 16%
* W*W* »IW 10 9% >0*»4

60 1538 12% 12% 12% ****
S?8 1

14 426 27* 26% 27* •% Wwirt 6 250 7 0* 6* -%

114479 S3% 52% 53% -% ***** 19 389 27% 26% »% %
32 IBB 8% B% 8% -% W®*!* 14 I® 1?1* IG

1* ’ft +*
1818308 18* 17 17* -* WB“ WW' 25 ,7 ft ft
38 4302 28* 27* 28 t* M Total 851438 7% 6% 6%
1 481 2% 2% 2% kwacare 001 18 476 24*d22% 22% -1*

IB 1792 39 38% 38* -% Iomega Cp 35 256 4 d3% 3% +*
3 539 5 4% 4% •* Sonwts IB 71 20% 19% M% +*
1311B 12% 12* 12% t* UmaX 130 28 38 1B1I54%154% -5%

- D -

669674 u4S 47% 48%DSC Comm 669674 iH9 47% 48% *
Oah&ug 612 28 M M% 2D»2 20% t%
Dart 6(01 613 X 303 M 81 61% +%
DabSutah IE HE 2% 3% 2% +%
DafaflD* 16 2 4% 4% 4*

- J -

JU Snack ZB I8CCU1B% 15% 16% +%
Ja»n Inc 028 22 112 8% 8* 8* -%

JIG tad 625104 5 15 15* 15%
JotnonW 23 111 20* 10% 20* +*
Jones H G 360 I4i3 14 14* +*

ME Comm 6 10 2318048 55% 55 X* -*
MS Car's 2013749 22% 21% 22* -%
Mac UH 6X251 751 u18 17* 17%
MatkaonGE 182 14 X 34% 34* 34%
Magma Pm 20 366 33% 33 33% •*
Magna Grp 073 10 412 16% IG 18* +*
Mail Bax 22 304 12% 11% 13*
Mantowoc l.X 35 283u3l% 30% 31*
UareamCp 25 11X 24% 24 24

Marne Dr 0 434 8% 7% 7% -%
Market Cp 10 36 35% 34% 34%
Ifevquesl 0 338 3* 3% 2%
UanwBa 14 X 10* 9% 10 +*
ttarreSnViA 0.44 9 87 13*012% 12% -*
Manhrt 619 13 225 24% 24 24 -%
Mareotal 41 2715 20* 19% 19% +*
Maxim Ini 28 877 31* 30% 31* +*
Maxtor Cp 4 720 6% 6% 6% +*
Mc&adiH 640 11 26 13% 13 13

McCcnnkc 044 18 5376 21% 21* 21* -*
McCawCd 286636 41% 40* 40% -1

MECA Safi 79 277 10% 16* 10% t*
Med hag 0 XI IS ,‘J J3 +*
MedcoCai 004 3811493 31 29J2 30* -%

MedexkE 614 14 31 13% 13* 13*
MetSclneS 644 13 1*3 22* 21% 21% -%
Uetatraie 024 9 M 6 5* 6
Mentor Cp 610 40 958 11* 10% 11 -*
Mental Bp 024 85421 10% 10% 10% -*
MereanLB x 690 11 431 29% dZ9 29 -*

MetnsyGxOfO 10 121 32* 3i% 32* -*
Meridian JfB II 707 29 28* 20* -*
Msrtsal 15 2078 11% 11% II* -*
Meihode A 605 12 408 12% 12 12 •%

ABcftadF 620 57 372 9* 9* 9* *
MtchtMB 200 65 237 5512 54* 55 +%
WcreMin 11 215 10* 9% 10*
Ificraag* 15 132 15% 15* 15* +*
Micreoro 3 312 4 Jlj 3% -A
Mtagrah 18 788 5% 5* 5*
McrpOH 5 645 7 6% 0% -*
Mtawert 2923567 91* 87 87* -3%
Mai AU M 20 G61 21% 21* 31% %
Mdanhc !.» *42947 21 20* 20% +*
Mutnudl 33 5U301’ 20% 20%
UldwGten 050 17 116 36% 25% 25* -*
Miter H 052 21 114 20* 25% 28* +%
IMtetd 0 47 % JJ %
Mifccom 8 546 12 11% 12 +*
MrerKCh 15 362 11% 10% 11

Mofaderef 745 1387 23% 22* 2Z% •*
Modem Co 620 20 23 11* 10* 10% *
Madina Mr 646 17 382 20* 19% 19% -*

Motet A 003 74 28* 27% 28* +*
Mote Inc 603 26 96 31* 50% 30% -%

Mnstom 604 84 309 6% 6% 6%
MtntaeeP 636 30 164 24* 23* 33*
Mr Coffee 171031 9* 8* 9* %
MTS Sf- x 648 20 1lu2fl2 28 29% +*
EUimetfia 30 257 36% 36* 36*
Mycogan 7 462 13% 11% 13* +%

- N -

NACBax 018 591533 34% 34 34* •%
feashFndi 672 11 104 31% Zl 21% +*
tofPtza 20 171 7% t 7 -*
NatCmmtn *670 32 135 54 53% 53% -*
ttatcompl 638 14 269 15% 15* 15* +*
hat Data 0.44 33 1253 16* 15% 16* -r%

NOS Sun OfO 17 148 10 9* 9% *
Navigator 23 81 34% 32% 33

NEC 642123 53 44% 44 44 -1%
Ne*t» 1L 793 24* =3* 23* •*
Metwk Gan 15 1016 &% 8% 9* *%
Neiwk Sr- 6 398 9 8% 9

Neirogan 38 937 6% 5% 0% +*
Meufrgena 624 21 318 15* 17% IS -*

Bus 6X18 198 16*015* 15% -%
New (mage 26 749 19 18* 10 +*
KvdgeMet 70 2426t>46% 43* 45%
NewpriCp Oft 2 250 5% 5% 5% +%
HotarOri 34 3045 8* 7% 7% -*

ttatsai 648 23 7 46 44 % 45% tl

Nordstrom <134 17 6650 28% d?7 37* -I

Moretan I 11 IX 16 14* 14% -%
NSmrUn 39 23 5* 5* 5^2

N East Be 672 Q 470 5% 5* 5A
Nnrittaia 1 674 13 J062 40% 40 40* -%

2742934 27

72 3108 24*

40 40* %
2b 26 -*
22 it* -I*

- o -

Mhartayv 19 101 9% 9* 9% +*
Octal Com 18 2021 31* 20% 30% -%
QllrereLg 15 615 14* 13% 14 -*
O0ebayN 6B0 1 20 23 21*21* -*
ObkiCasu 2f4 12 35 63% S3* 63*
IM Kent 1.D4 II 574 3l7j 30% 31% +*
Old NUB (LW 15 62 u35 34* 34% *
Onbancorp xtLSt 9 99 32% 32 32 -%
One Price M 7B5 16% 18 16%
Optical H 23 34 16% 16 16* +*
Oracle Sy 6212279 44* 43* 43% %
Ora Sena? 3& 370 12* 11% 12* t%
Orbotecn 40 133 14* 134; 14

OregonMet 031 TO 38 8% 6% <5* -%
ftrtvm 14 42 7* 7+7* +*
Oshkosh B a41 19 202 17 16% 16% -*
Oshtohl 050 S 74 8 68* 8% -%
OrarTal IX 18 93 37 38* 37 +%

tan Fed

Ptwe*

Wealrto

Presstek

Ptiston

PnwtCu

Pride Pei

Pnumni
Prod Ops

Praucaj
Piitn

Puritan B

Pyramd

OuakerOun

Oual Food

Ouutem
Qtadtev

OVC Neath

Pf sta

Ota. e lose

4 368

7 214

009 i 302

47 62
612 1 14

1310245

X 440

8 124

ax 17 357

UM |1 424
654 12 108

ai2 14 562

5 2449

U 130

OX 15 164
2b a60

5 4683

31 537

44 2122

MW Id*

7% 7*
7 06%

7* 6%
22% 31%
4* 4

37% 35

412 ih
7* ft
33% 32%
u37 36*
30 39

18% 17%
18 17%

8% 8*
20* dig

36 IS*
ti%diO%
11* 10*
65* 62%

Lot Ctag

7%
6% t*
613

22* *
35 -2

6%
23* +%
3&% -*

39

18% +%
17% *
a* t*
I9>2

35%
10% -%

11 *
62% 2

-L-
LDDSA 850 2653 34% 33% 34 +*
Lb Peote 17 84 9* 9% 9%
LaMFum 013 38 868 II 10* 10*
laroRsth 37 1019 37% 36% 36% -%
Lancaster . 052 19 553 34% 33% 34* -%
Lancs Inc 696 19 775 22% 22 22* +*
Landnikfipli 32 843 20% 30 20 -%
Laseracpe B M 5* 5* 5*
Lathee S 19 1162 39 26* 27* -1%
Lawson Pr 040 23 105 26% 25% 25% -%
UUCp 016 8 33 7% 7* 7%
Ladders 17 1389 IS 14% 15% +%
Legem Cp 27 4049 34% 33 33% -1

UbtyMSc 067 13 IK 35* 24* 24* *%
Ue Tati 1 020 IS 115 18% 17% IB
UMUM 9 X 3% 3* 3%
LfyWAjr 636 18 235 16* 15% 16 4*
Lin Beast 71 374100% 99% 100 +*
LncatiF 110 9 IX 27% 26% 26%
Lincoln T 056 15 285 39 38* 39 +*
UndsavMf 15 IX 34* 33% 34* +*
LmearTa OfO 31 834 29* 20* 28* -*
bqu&u. 040 19 34 037 35 35* -%
Lumen Go OM 28 848 a 19% 14 19% **
Lone Star 23 733 8% 8 8 %
Lren On 20 8132 35% 34% 35
LTXCp 7 941 5* 4% 4% -*
ivm 153 13 2135*132*131*

" P - Q -

Paccar IX 39 371 50* 57% 57* -%
PacDutep 657 17 45 13% 13* 13%
Ptafc T IfZ 15 938 34* Z3% 23% +*
PaohCro 19 67 38% 33 38 %
Paramehc 54 2445 X% 2SL2 29% -I

Payette 034 43 384 39% 38% 39 4*
PaycoAm 3G 75 8* 7% 7%
Peaksa 050 G2 6 8% d7% 7%
tanTriy 6 23 12 Jft ID* %
taw Dbg 1.U 46 2 35 d-U 35

i

Pfeocyhr. Z2D1G 67 30 39* 30

Pcntau ME 10 466 u37 36* 387b
Pettedil 13 118 4% 4% 4U
PerweaL 021 W 47 20 19 19%
RHpBm 1-33 9 302 28% 27% 28%
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When in doubt, *

tune with
the music
Maurice Oberstein, chairman
of the British Phonographic
Industry, talks to

Michael Skapinker

A s the cameras
recorded a parliamen-

tary committee’s
denunciation of UK

compact disc prices last

month, a 64-year-old in an
ankle-length coat and fur-

trimmed cowboy bat picked his

way through the television

cables at the back of the room.

The UK music industry was
under attack, and Maurice
Oberstein - the New York-
born, Queens Park Rangers-
supporting, cricket-loving
chairman of the British Phono-

graphic Industry - was there

to put the case for the defence.

"Unsubstantiated tommy-rot,

lies and deceit,” was his

response to the national heri-

tage committee's assertion that

the large record companies and
retailers were overcharging CD
buyers. During the parliamen-

tary bearings last April, his
constant interruption of Gerald
Kaufman, the committee's
chairman, added to Oberstein's

reputation as the most eccen-

tric figure in an industry not

short of non-comformists.

In the music business, opin-

ion about Oberstein is divided.

Some believe his antics and
extensive collection of hats
make good copy and television

pictures, ensuring that the

industry's voice is heard. Oth-
ers think Oberstein makes
them look ridiculous.

The conflict mirrors the
music industry's divide
between the irascible, creative

types who find and promote
new acts, and the corporate
lawyers and accountants who
populate the boardrooms.
What confuses many about
Oberstein is that he is a lawyer
whose behaviour makes many
of the creative types look like

models of propriety.

In bis office at the Berkeley
Square headquarters of music
group PolyGram, where he is

executive vice-president, Ober-
stein dons a blue cap for the
FT's camera. His brightly col-

oured waistcoat is decorated
with horses - another passion.

Eric, his English setter, sleeps
on the floor beside him.
When the picture-taking is

over, however, the cap comes
the clowning stops, and he

puts on as fluent and shrewd a
performance as can be found in

the industry.

Oberstein, unlike many of
his colleagues, does not resent

the way the music business
has been singled out for attack.

The announcement last month

that the Monopolies and Merg-

ers Commission is to investi-

gate the music industry is,

Oberstein says, a recognition

of its importance.

“We’re in a star-studded
business where oar artists

make the news - if they get

married, if they get divorced.

We now find everything about

our industry is newsworthy,"
Oberstein says.

So the criticism is a compli-

ment? “It is. An MMC inquiry

would have been unthinkable a
number of years ago because it

w’ould have been a minor
affair. Today we're recognised

as a major business."

The MMC's focus will be the

copyright act's restrictions on
parallel imports, enabling
music companies to prevent
others from bringing their
products into the UK. Music
lovers will suffer if the restric-

tions are loosened. Oberstein

argues. Music companies will

concentrate on the best-selling

albums and abandon more spe-

cialised recordings.

“If you have a free flood of
imports, the independent
record dealer won't be able to

compete with WH Smith and
co. Who will be able to import?
Only the biggest, who have the
cash to buy in quantity. The
independent dealer in your
neighbourhood will disappear.”
The independent record

shops are used by the music
companies to push their new
acts and promote young talent

"W H Smith and Woolwortfa do
not stock our new, developing

artists - and it's not their job
to. They're high street general
merchants," Oberstein says.

The disappearance of indepen-

dent dealers would lead to a

shaip reduction in musical
diversity, he says. This has
already happened in the US
where there are Car fewer inde-

pendent outlets.

“This is not a doomsday sce-

nario that I’m making up. This
has happened in every place

dominated by the mass-
marketeer. We, at PolyGram,
have over 18,000 titles with
which we service the UK
record dealers. Our United
States company, for a market
five times as big. has 10,000.”

British music companies
need their profits, Oberstein
adds, to ensure they maintain
their level of creative output.

Although the UK music mar-
ket represents only 8 per cent

of the world total, about a
quarter of recordings sold

buy dollars

ToijAaSnsn

'Everything about our industry is newsworthy'
worldwide have some UK con-
tent - whether it is the per-

former, producer or some other
contributor.

But with nominations for the

industry's Brit awards this

year going to veteran perform-

ers. such as Eric Clapton, Rod
Stewart and Elton John, how
much new talent are the UK
companies finding?

Oberstein defends ageing
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1928 Bom New York. Educated

Clarkson University, New
York State (chemical engi-

neering), and New York
University (law).

1965 Chief manufacturing engi-
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1975 Managing director, CBS

Records UK. Chairman in

1978.

1983-86 Chairman, British Pho-
nographic Industry.

1985-93 Chairman. PolyGram
UK.
Second term as BPf chair-

man. Executive vice-presi-

dent, PolyGram
International.

1991

musicians. There are veteran
performers in other creative
industries, such as film.

“Nobody leapt up from their

chair at the Oscars and said:

‘My God, Clint Eastwood’s
been around for 10,000 years,

look at that wrinkled man,'"
he says. “I see nothing wrong
in our artists having longevity.

The population that we, the
record business, are selling to

is an older population. We’re
losing teenagers as a propor-

tion of the population world-
wide”
He concedes, however, that

the past decade has been a rel-

atively barren musical period.

It has to do with the relation-

ship between singers and song-
writers, which has undergone
several changes since he went

to work for his father’s inde-

pendent record label in the

1940s, which he later sold and
joined CBS.
When be arrived in the UK

to work for CBS in 1965. Ober-

stein says, he found that most
British performers were sing-

ing tunes already made famous
by Americans. American art-

ists turned out music written

for them by songwriters.

"Then the Beatles came
along and changed the world,

in that you had an extension

into the major rock music busi-

ness of the singer-songwriter.

We always had it with folk art-

ists, we always had it with
Woody Guthrie. We always had
it with people who were pro-

testing in one way or another.

"But we never really had the

artist-writer-performer. We had
major artists, like Frank Sina-

tra, but they were singing
other people's songs. The Bea-

tles unleashed - fortunately, in

Britain - that whole culture of
performer-writer. We had the
Rolling Stones - they wrote.

We had The Who."
The performer who could not

write songs began to disappear

Artists who recorded songs
written by someone else were
ridiculed in the music press.

The songwriters who couldn't

sing began to be ignored. But
not all singers could write to

the Beatles' standards and by
the end of the 1970s, for less

new music was appearing,
Oberstein says the industry
has to regain the knack of

bringing together performers
who cannot write and writers

who cannot perform.

But is there any future sell-

ing music to an ageing popula-

tion? There might be fewer
teenagers In the developed
world, but they are the custom-
ers of the future. Does it not
worry the industry that teenag-

ers are devoting more of then-

time and money to computer
games and other leisure pur-

suits, and less to music?
M
! suspect that, when radio

came along, people said: ‘Oh

my God, now the record indus-

try is going to disappear
because people are going to lis-

ten to radio.’

"But we shouldn’t take for

granted that music will sur-

vive. We have to work at it. We
have no monopoly on the home
entertainment dollar. But
there’s no reason why we
shouldn't get our share.

“When all the kids on Thurs-
day, Friday. Saturday are at

raves, at dances, they aren't

dancing to a video game, or a
video of Terminator n or
watching Lennox Lewis on pay
TV. We ain't going away.”
For one thing. Oberstein

insists, music will always play
its part in the romantic life of

the young. “You don't make
love in the back seat of a Ford
with a video game in the beck-

ground."

I
n the land of the blind,

the one-eyed man is king.

Such logic surely justifies

the dollar's surge against

all other leading currencies on

Friday. Investors may be scep-

tical about President Bill Clin-

ton's leadership abilities and
doubtful that the US recovery

will ever take off properly. But
compared with any other

region, the US is undeniably a
haven of prosperity and politi-

cal stability.

The collapse of Mr Kiichi

Miyaaawa’s government has
thrown Japan into an extended

period of political and eco-

nomic turmoil. On Friday, as

Wall Street analysts debated

the implications - including

the alarming possibility that
Japan's ruling liberal Demo-
cratic party might lose its grip

on power for the first time in

over three decades - the dollar

staged an electrifying rally

against the yen, closing nearly

3 per cent up at Y109.4. In

Washington the momentous
events in Tokyo made the Clin-

ton administration's obsession

with trade barriers look sud-

denly petty.

The dollar was also remark-

ably strong against European
currencies, closing at a 15-

month' high against the

D-Mark of DM1.6S and pushing

sterling below 51-50 for the

first rime in several months. In

! part this reflects a gloomy
reassessment of European

1 prospects: Wall Street is wak-
! ing up to the fact that Ger-
j many's economic difficulties

! are far more profound than
: previously assumed. Bonn
; needs to take tough action not

;
just to curb Us budget deficit

• but also to reduce the share in
* national income of heavy man-
: ufacturing, which remains
- excessive by the standards of
most service-oriented modern

t economies. Yet many US
i observers doubt that Germany
:
possesses the political will to

: make bard choices.
• Such doubts extend from
• Germany to the whole of
) Europe, which many American
' economists believe is suffering
i from another attack of “Euro-

i scelerosis". Just as the corro-

[

srve effects on jobs and confi-

: dence of “corporate

France’s four-letter word
C

ount on France to
rail against Gatt at

today's EC summit in

Copenhagen. It will.

Yet there is a case, which few
in France dare make, for argu-
ing that nothing could better

serve the interests of France,

the world's fourth largest
exporter, as 'well as those of

Europe, than a new interna-
tional trade agreement.
The French have never

incorporated Gatt into their
culture, even in a literal sense.

They spit it out as a nasty
four-letter word, forever a for-

eign acronym of the General
Agreement on Tariffs and
Trade, itself rarely translated
into French.
Anti-Gatt feeling is at a

record high in France. Gloom
about rising unemployment
has given way to a sudden
panic about delocalisations, or
the shift of production to low-

er-cost regions. But this has
been happening for years;

Thomson Consumer Electron-

ics now employs more than
three rimes as many people in

Asia than it does In France.

Why the panic now? One rea-

son is an alarmist French Sen-

ate report on delocalisations.

Another is that the new
strength of the French franc

and the continued weight of

payroll taxes in France do not

help the competitiveness of

French goods. In services, the

development of electronic t&li-

imvQil, enabling French com-

panies to get their accounting

done In Bombay, also frightens

people. Finally, there is the

possibility that the Gatt Uru-

guay round might soon end. in

a further lowering of Europe’s

trade protection against the

rest of the world.

Many French fear Gatt is

about to gobble them up. Mr
Philippe Segutn, the Gaullist

president of the National
Assembly, last week put the
fear graphically. “Gatt is the

picket tying down the Euro-
pean lamb and making it prey
to the voracity of ever more
ferocious world competition.”
The fear he raises is that
Europe’s unemployment is not
the result of a general, cyclical,

world crisis, but of a more per-

manent crisis confined to

Europe, because of the way
free trade operates against it.

So, up has gone the old
French battle cry of "Commu-
nity preference”. To some,
including the Senate, this

means raising EC tariffs all

The French really
believe that the EC
has the world’s
most open

trade system

round; to the others it means
graduated tariffs - relatively

low for the EC’s immediate
eastern European and north
African neighbours, higher for
the rest of the world, and puni-

tive for countries with indus-

tries that employ children.
“Community preference” cer-

tainly exists in EC agriculture;

its variable levies always bring

the price of food imported Into

the Community up to that pro-

duced domestically. But the EC
was lucky to get away with
this in the early days of Gatt,

and Prime Minister Edouard
Balladur’s government ac-

knowledges that it Is unrepeat-

able in the industrial field. It is

largely, they concede, a warm-

sounding phrase that sounds

nice to French ears, but does
not constitute a realistic battle

plan for the Uruguay round.

What, then, Is their battle
plan? One suggestion is to
limit the benefits of Gatt trade
liberalisation to countries sub-
scribing to International
Labour Organisation conven-
tions on free trade unions and
the like. The idea is presum-
ably that unions would push
up labour standards, and thus
costs, in developing countries.

But common social provisions
are hard enough (as UK Prime
Minister John Major has
shown) to negotiate among the
EC Twelve, let along among
the Gatt One Hundred and
Eleven.
The Balladur government

really believes its line that the
EC has the world's most open
trade system. To the fact that,

at the start of the Uruguay
round, the EC had an average
trade-weighted tariff of 5.7 per
cent, America 4.6 per cent and
Japan 3.5 per cent. It retorts

that America has far more
high tariff peaks on textiles,

shoes and glass, and that
Japan's barriers are all non-
tariff ones, but no less prohibi-
tive for that True enough- In
any case, Paris complains, any
margin of average EC tariffs

above others is negated by
monetary swings in general,

and the dollar's undervalua-

tion in particular. True again.

But part of the problem lies in
Europe's own monetary sys-

tem, and there is no hope of
adding "a monetary Gatt” to a
trade one.

Another idea circulating in

Mr Balladur’s office is for tem-
porary EC “tariff-quotas”
(imposing high tariffs when
import quotas are exceeded).
Brussels has done this on steel

from east European countries,

which did not complain to the

Gatt because they want to join

the EC one day. There is no
reason why other countries
should be so forebearing.

By contrast, the French call

for Europe to have the same
weapons of commercial
defence as America strikes a
sympathetic chord with many
EC partners. Nothing annoys
Washington's partners mare
than its tendency to play the
Lone Ranger with the world
trading system, using the “sil-

ver bullet” of Section 301 of its

successive Trade Acts.

But the EC already has a
“European 301” - in the form
of its 1984 “new Community
instrument”, allowing the EC
to take unilateral measures
against what it sees as unfair
trade practices - but has
hardly ever used tt Most of
France’s EC partners have gen-
erally only allowed it to be
used against non-Gatt mem-
bers, of which there are pre-
cious few left
Even its use would hardly

rein in the US Congress, the
real culprit and conceiver of
Section SOL Only a Gatt deal,
leading to a World Trade
Organisation with some real
clout, might give Capitol {fill

pause. In contrast to arrange-
ments in the International
Monetary Fund and World
Bank (reflecting America’s
dominance in 1944). the Euro-
pean Community's role in a
WTO would reflect the fact it
now accounts for the largest
share (20 per cent) of world
trade. Over time, too. a WTO
might acquire a monetary and
social dimension.

David Buchan
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See how siveeUy he puis war word onto bond.
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JOTTER PAD

CROSSWORD
No.8,181 Set by COURTIER

ACROSS
member of quartetRound

(4-8)

10 CIA rule about listening
device (7)

11 Will extra fish, here in
France, add a number? (7)

12 Pot on this course eventually

(5)

13 Mirth, it appears, in woman
(8)

15 and 23 down Announcement
of successful court action
(4A3.5)

16 Area initially attracted set-
tlers in America (4)

18 Encourage pointless motion
to and fro (4)

20 Confinement new doctor
intended, we hear (10)

22 He puts fear into a deity two
ways (8)

24 and 3 down Growing con-
fhsed: case not in here (2AS)

26 Wrote about dieting, ignoring
last five centuries (7)

27 World body never about to
panic (7)

28 Fit supporter or how be per-
forms? (12)

DOWN
2 Artist entangled with new

model, a noble inheritance (7)
3 See 24 across
4 Almost perfect plan (4)
5 Create pointless union around

salesman (10)
6 To Charles’ chagrin, Diana

conceals eastern whereabouts
(5)

7 Diplomacy is about a hundred
skilful devices (7)

8 Madman called about 6.50:
universal crazy antic (6,7)

9 Cost price productions or
description of forceful racke-
teer? (5£3,3)

14 Unemployed slide out after
partnership (6,4)

17 Poles I lead in every direc-
tion, a restless state (B)

19 One thousand graduate, rela-
tive results (7)

21 Ran the first lap round to give
delight CD

23 See 15 across
25 Put up one s. American

Indian (4)
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St pnsde will be publishedwith names of winners on Saturday July 3,

MICHAEL PROWSE
on

AMERICA

restructuring” delayed and
weakened the US’s cyclical

recovery in 1991 and 1992, so it

is expected to hold back
Europe this year and next The
difference is that labour mar-

ket “rigidities”, a euphemism
for strong unions and generous
unemployment benefits, sug-

gest the adjustment process
will be more troublesome in

most European countries. In

the short run, cuts in public

spending and a threatened

scaling back of the cherished
welfare state can only under-

mine confidence further, with
adverse consequences for pri-

vate spending and investment
The strength of any dollar

rebound, of course, will also

depend on trends in the US.
The n^ligibie increases in con-

sumer and wholesale prices

reported for May have eased
fears of an imminent tighten-

ing of monetary policy. But the

Federal Reserve continues to

watch inflationary trends with
some trepidation.

The dilemma for policy-

makers is that wages and
prices seem to be rising some-
what faster than economic
models suggest they should,
given unused industrial capac-

ity and a relatively slack
labour market The Fed doubt-

less hopes that the acceleration

in inflation earlier this year .

will turn out to be an aberra-

tion. But its reported policy

shift to a bias towards raising

rates suggests that it is ready-

ing itself for the possibility

that historical economic rela-

tionships have broken down.
At present short-term US

rates are either zero in real

terms or slightly negative.

Since the seeds of most infla-

tions are sown earlier than

people appreciate, this leases

the Fed feeling vulnerable,

even though monetary growth

is extremely subdued. After all,

some great economists, suchas .

the Swedish theorist, Knut
WickseU. argued that ft is

inherently inflationary to:held

interest rates below their natu-

ral equilibrium levels. On.i
WickseUian analysis, the Fed

-

ought gradually to raise short-

term rates to at least 4JMJ per

cent, regartfiess of what is hap-

pening to unemployment or

the monetary aggregates.

If the ghost of Wicksefl
guides Fed policy over the next

year and if the Gerinah- tiowb-;

turn proves as protracted as
some American analysts fear,

tiie dollar could rise sharply

against the D-Mark, Economic
weakness may force the Bund-
esbank to cut short-term rates

by as much as three percent-

age points; in that case (he dfe

ferential between German mid
US short-term rates could nar-

row from some -15 percentage
points today to zero this time
next year. And at that stage

the outlook for European
growth might still look worse
than that in the US, suggesting

further dollar appreciation.
-

The potential for a dollar

rebound against the yen is

more constrained. Indeed, if

the Clinton administration
could control markets it would
be zero: it regards yen appreci-

ation as an essential tool for

eliminating the “principal
asymmetry” in the global econ-

omy - Japan's 5130bn current

account surplus.

Yet it is not so unnatural for

a rich economy to be a capital .

exporter at a time of domestic

recession. The rapidity of the
yen’s dizzying climb this year
could not be justified by eco-

nomic fundamentals. By
adding to the strain on Japa-

nese companies, it threatened

to deepen the domestic down-
turn and, perversely, to

increase the current account
surplus that so upsets Wash-
ington. If political turmoil in

Tokyo prompts a more rational

assessment of the relative mer-

its of investment in Japan and
the US, the dollar is likely to

regain more ground against

the yen.
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Warnings of intervention by

Croats prove groundless

Serbs hail

Krajina vote

as ‘final act
9

Rights

congress

split on
Bosnia

By Laura Sifter

in Belgrade

REBEL Serb leaders from
Croatia said yesterday that
their weekend referendum on
the union of their self-styled

state with other Serb-held ter-

ritory was the “final act**

towards the creation of a new
Serb state.

Elsewhere, Sarajevo radio
reported fierce fighting
between Croat and mainly
Moslem Bosnian troops in four

towns in central Bosnia as

United Nations commanders
played down the threat by a
Moslem commander in Tuzla,
the north-eastern industrial

city, to unleash toxic chlorine

to “neutralise all living forces

in almost all Europe".
Local officials of the Repub-

lic of Serbian Krajina (RSK),

Serb-held territory which cov-

ers about a third of Croatia,

yesterday confirmed a high
turn-out for the polL

They said some polling sta-

tions had closed after entire

villages turned out to vote on
Saturday, the first day of the

two-day ballot held in Croatia's

four UN peacekeeping zones.

The overwhelming majority

was expected to vote Yes on
union with Szpska Republika,

the self-proclaimed Serb state

in Bosnia, with the option to
unite later with Serbia and
Montenegro, the remaining
members of Yugoslavia.

The RSK comprises three

enclaves of Croatian territory

seized by rebel Serbs during

Croatia's 1391 war of indepen-

dence from former Yugoslavia.

The enclaves are policed by

10,000 UN peacekeeping troops.

Mr Milan Babic, the mayor of

Knin, the stronghold of the

RSK, said: “This is the final act

of carrying ont the people's

wffl. The rest is up to the poli-

ticians. " The referendum was
held amid warnings by Serb

leaders that Croatia would
cross UN lines to prevent the

vote. Mr Nikica Valeritic, Cro-

atian prime minister, said

Zagreb would not intervene to

stop the referendum, and
called for a diplomatic solution

to the Krajina Question.

Meanwhile, UN commanders
yesterday discounted the
throat by a Tuzla military com-

mander to use chlorine gas if

Serb forces did not stop their

offensive and lift the year-long

siege round Gorazde, the last

Moslem enclave in eastern Bos-

nia. They said chlorine would
irritate skin and nasal pas-

sages.

A 10 Iorry-UN convoy carry-

ing food and medicine yester-

day headed for Gorazde, one of

six UN-designated safe areas. A
UN observer was evacuated
from the town by helicopter

after being shot
The UN yesterday resumed

its humanitarian airlift to
Sarajevo, six days after radar

on the ground locked on to one
of its aid flights.

AGREEMENT on a final

statement from the World Con-

ference on Homan Rights,

being held in Vienna, was in

jeopardy yesterday after an

attempt led by Islamic coun-

tries to have a resolution

adopted urging an end to the

arms embargo on the Moslem-

led government in Bosnia, AP
reports from Vienna.

The move has support from
Austria, which borders on for-

mer Yugoslavia, and other

countries outside the Islamic

group, which has threatened

to boycott the signing of die

final document if the resolu-

tion is not approved.
Austrian officials are con-

cerned that Bosnia will he
remembered as an interna-

tional failure to stand up to a
bully, much as the world gave

in to Hitler alien he took over

part of Czechoslovakia before

the second world war.
Several western countries,

including the US, sympathise
with the effort to help the Bos-

nians, bat officials in their del-

egations said they feared the

resolution would open “a Pan-
dora’s box” of attempts to pass
resolutions for other causes.
This would overwhelm the
conference.

Indeed, a resolution is ready
which expresses “deep concern
over the continued policy of

Israel of grave violations of
human rights against the Pal-

estinian people”.

A draft obtained by AP calls

for Israeli withdrawal from
"occupied Palestinian territo-

ries” and international protec-

tion for Palestinians there.

A UN spokeswoman played
down suggestions that the dis-

pute over the Bosnian resolu-

tion could break up the confer-

Bosnian Croat refugees wait in line yesterday for food in the central Bosnian town of Vans

ence. “The general committee
will deal with this early this

week,” Ms Therese Gastaut
said.

"At this time this fear

doesn't exist”
But another official

described the issue as “a
Damocles sword” hanging

over the conference.

Among the achievements of

the drafting committee so far

has been agreement on lan-

guage reaffirming the univer-

sality of human rights, which
US and other officials said

stopped a Chinese-led effort

that would have watered down

Macedonia wins time to resolve row over name
GREECE and Macedonia have been
given another three months fay the
United Nations to solve their dispute
over finding a new name for the for-

mer Yugoslav republic, writes Kerin
Hope in Athens.
The two countries are expected to

hold direct talks on the issue as well

as on confidence-building measures
that will guarantee Macedonia access

to the Greek port of Thessaloniki, its

nearest outlet to the sea, and allow

Macedonian citizens to visit Greece.

Because of their respective leaders'

domestic problems, Greek and Mac-
edonian officials last month agreed at

secret talks held in parallel with nego-

tiations at the UN to reject a UN
compromise proposal on the name,
according to diplomatic sources.

The UN's new September deadline

grants a breathing space both for Mr
Constantine Mitsotakis, the Greek
prime minister, and President Kiro
Gligorev of Macedonia, who is under
pressure from bis country’s national-

ist faction not to compromise on the

name.
Mr Mitsotakis faces such stiff oppo-

sition from his New Democracy party

over the government's economic pol-

icy that his one-seat parliamentary
majority could be overturned if he
agreed to “Nova Makedonija". the
name proposed by Mr Cyrus Vance,
the former UN mediator.

Both Mr Mitsotakis’s party and a
large section of the Greek population
object to the neighbouring republic’s

use of the name Macedonia on the

grounds that it implies a territorial

claim on the northern Cheek province

of the same na™.
There is less urgency on Macedo-

nia’s part to resolve tire dispute since
its admission in April to the UN
under a temporary name, the Former
Yugoslav Republic of Macedonia,
ended more than a year of diplomatic
and economic isolation.

Turn-out down
in Italian cities
By Robert Graham In Rome

THE VOTER turn-out
yesterday, in the run-off to

elect mayors in 145 Italian
cities, looked set to be lower
than in the first round.

This suggested that a propor-
tion of the 6.7m voters had
decided to stay away, unwiling
to endorse either candidate in

each run-off.

Ely early evening, only 32 per
cent of the potential electorate

had voted, compared to 38 per
cent in the first round on June
6.

This is the first time that
Italy has used new laws,
approved in March, introduc-

ing the direct election of may-
ors. In only two instances did

the first round yield absolute
majorities; the other cities

were obliged to try again.

The main interest yesterday
was in the outcome in the two
big northern cities of Milan
and Turin. The populist Lom-
bard League of Mr Umberto
Bossi has staked its prestige on
being able to win Milan out-

right
Mr Marco Formentinl,

League candidate, obtained the

largest vote In the first round,
with nearly 39 per cent Opin-
ion polls have suggested he is

ahead of his rival, Mr Nando

Dalla Chiesa, supported fay a
broad alliance of the left, who
won 30 per cent in the first

round.
The final stages of the cam-

paign were marred by provoca-

tive statements from Mr Bossi,

directed against Mr Dalla
Chiesa and his supporters.

The League has also been
vociferous in Turin, where it

claims the first round vote was
irregular, depriving its candi-

date of the chance of a run-offi

The run-off in Turin yester-

day could yet be annulled as

the League has sought an
injunction. This suit is

unlikely to be heard before
next week.
The contest in Turin is

between two candidates of the

left - Mr Diego Novelli, a for-

mer communist mayor, and Mr
Diego Castellanl candidate of

the former communist Party of
the Democratic Left (PDS).

The oncedominant Christian
Democratic party is in only
five out of 16 of the most
important mayoral contests.

This underlines its waning
fortunes.

By contrast, the Christian
Democrats' old rivals, the com-
munists now transformed into

the PDS, could turn a system
of alliances into a large num-
ber of mayoral wins.

Temporary
permits for

workers
By Robert Graham

THE Uffisn Gallery in Florence (above) was
partially reopened yesterday only 23 days after
one wing was seriously damaged by a car bomb
blast that also killed a family of five, Robert
Graham writes from Rome.
Mr Alberto Ronchey, the culture minister, cut

through Italy's bureaucracy, obtained L30bn
(£l3-3m) in funds and encouraged volunteer
help in order to open the world-famous gallery
to the public as soon as possible. The damaged
wing and its paintings will require up to
another six months of restoration, bat Mr Ron-
chey insisted on this first step to show that

Italy would not be intimidated by terrorist vio-
lence.

The authorities have yet to Identify those
responsible for the car bomb. But they continue
to insist the Mafia was involved.
The blast in Florence was preceded by a few

days by a car bomb in Rome aimed at a televi-
sion talk show journalist, the first such inci-
dent in the capital and again thought to be the
work of the Mafia. However, there is suspicion
that elements of the security services - long
linked to right-wing extremist groups «wH the
secret Masonic lodge P2 - might be Involved.

THE Italian government Is to

introduce a system of seasonal
work permits in an attempt to

have more control over illegal

Immigrant labour.

This is the first time an EC
state has opted to experiment
cm a large scale with tempo-
rary work permits.

The move follows months of
Study of illicit immigration in
Italy and the demands for
legally Imported labour. The
authorities concluded the bulk
of some 1.2m non-EC workers
now in the country entered ini-

tially for seasonal work.
Under the decree the govern-

ment wQl establish a six-month
permit On expiry holders will

,

be obliged to leave the country.
However, they mil be able to

register their wish to return
ami would be eligible to do so
the following year.
Having obtained two permits

In consecutive years, the
non-EC worker would be enti-

tled to apply for a one-year
work permit provided he or she
is in possession of a valid job
offer.

Those with valid seasonal
permits will be entitled to
social security benefits, includ-
ing maternity care.

Bundesbank
in firing line

.v t -

over rate cuts
By Peter Nonran and
Peter Marsh

human rights by making
them dependent on cultural

values.

Conference organisers bad
hoped that the document
would be finwchprf by Wednes-
day so it could be approved
formally before the conference

adjourns on Friday.

EUROPEAN monetary policy

makers are becoming increas-

ingly disenchanted with the

Bundesbank’s refusal to lower

Germany’s interest rates and

are questioning whether the

European monetary system
raw continue to survive in its

present form.

In meetings last week, offi-

cials criticised the central bank
for its high interest rates and
for taking too optimistic a view

of German growth and employ-

ment prospects in the second

half of this year.

The bank’s policies were que-

ried when officials from the

leading industrial countries

met last Tuesday in the secre-

tive Working Party Three com-
mittee at the Organisation for

Economic Co-operation and
Development in Paris.

Concern was expressed ear-

lier awing officials attending
the annual meeting last week
of the Bank for International

Settlements that Germany’s
high interest rates could lead

to wmflfots among members of
the European exchange rate
mechanism and possibly to a
new crisis in the European
exchange rate meehnnisni.

One central bank official

said: “What we’re seeing now
replicates what happened in

the early 1970s when the Brat-

ton Woods system [of fixed
global exchange rates] was
breaking up. We are trying our
hardest to patch up the exist-

ing system, though thinking
all the time we may not suc-

ceed."

Some central bankers won-
der whether the ERM will have
to be replaced by a more flexi-

ble system of exchange rate
stewardship which allows cur-

rencies to fluctuate by wider
margins against each Other.

Behind such thoughts are:

• The reduced role of the
D-Mark as the f.rm anchor.
With the D-Mark having
declined substantially against

other currencies, faith in the
Bundesbank as the arbiter of
interest rates throughout
Europe is starting to wane.
• Increased power of financial

markets. Semi-fixed exchange
rates may he harder to defend
against the ability of the
$l,Q0Gbn-a-day currency market
to switch money around the
world in response to changing
perceptions about policy or
events such as elections.

• Likely reluctance by gov-
ernments to shift ERM parities

when under pressure. Since
last year’s turbulence, Euro-
pean governments have
stepped up efforts to discuss

how economic fluctuations
affect currencies, with a view
to anticipating the need for

devaluations. However, one
centra] hank official said: “A
devaluation will still be seen as
a political defeat, no matter
how great the discussion
beforehand."

The European exchange rate

mechanism shook! be Teasgafe.

feed with wider currency fioc-_

toation bands so tint members
can have scope to follow differ-

ing monetary and fiscal pofi-

ties, a British hank economist

has suggested, Peter Nonoan
writes-

Mr Patrick Foley, chief
economic adviser at -Llsyis

Bank, said ERM countries
would be better able to
achieve economic convovaace
if exchange rate bands were 1

widened to perhaps 10 percent

'

either side of their central"
rates, from- the present
percent.
The planned European Mon-

etary Ihstitirte<EMD8haitiMl»
given the task of detenahtiBg-
central rates in the new utter
bands by assessing undertyteg
economic ftnubmcntak if (fe
ERM countries, he said. The
EMI, which is due to have a
co-ordinating role for mone-
tary policy when stage two of

the Maastricht plan for eco-

nomic and monetary union
begins in January, could abb
orchestrate regular “inflation

realignments” to keep real
anrrhatigw rates in the ERM rel-

atively constant
Mr Foley’s proposals would

change the ERM into a “crawl-

ing peg" currency system {tom
one of fixed but adjustable
exchange rates.

!

Do

the

1

1

• Lack of credibility in the

ERM, with the: pound and the

Italian lira operating outside

the ntfchaniam after last year's

strains. Neither of these cur-

rencies appear likely to reen-

ter in the immediate future. -

In public, central bankers
say they are generally confi-

dent that the ERM is working
welL
Mr Maurice Doyle, governor

of Ireland’s central bank, says
further realignments are
unlikely over the next me to

two years on the grounds that

“everything seems to be in
equilibrium”.

However, Goman policy and
the recent decline In the
D-Mark an foreign exchange
markets, are causing alarm
elsewhere. Although some anar

lysts expect that figures this

week will show a slowdown in

the growth of German broad

money, there are fears the Ger-

man authorities will continue

to resist any further easing of

monetary policy because of the

weak D-Mark.

That would put new strains

on the ERM where France, In

particular, would like to lower
interest rates to revive its

economy and quell criticism of

rising unemployment and the
link between the franc and the
D-Mark.
Although French money

market rates have been cut
below German levels, the
authorities in Paris are unwill-

ing to approve a sharp easing
of monetary policy without the
Bundesbank moving first

eco
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Public still doubts

Clinton’s leadership

French ministers

balk at new curb

MOST Americans still feel that
President. Bill Clinton is not a
strong leader, but their support
for Mr Ross Perot, the outspo-
ken Clinton critic, is also slip-

ping, according to a new
national poll, Renter reports
tram Washington.
The poll of 1,000 registered

voters, conducted for US News
and World Report maga^tno

,

showed 68 per cent of those
responding rated the presi-
dent’s leadership capabilities
as fair or poor.
Mr Clinton has done poorly

in virtually all similar polls hi
recent months and has been
attacked sharply on his eco-

nomic programme by Mr Perot,
a Texas billionaire and unsuc-
cessful independent candidate
for the White House last year.
But the latest poll also

showed that only 54 per cent of

respondents had a favourble
impression ofMr Perot, against
67 per cent a month ago.
More Americans (37 per cant)

had an unfavourable impres-
sion of Mr Perot than they did
in May (26 per cent). But 59 per
cent said he should continue to
hold Mr Clinton accountable
for what is right for the coun-
try, while 30 per cent felt he
was being too critical of the
president

Reforms hit European drugs industry THE FINANCIAL TIMES «
Pnbhfbcd by The Financial Tiwf {&-'

J£;bH, NIbohm(JR
6000 Frankfort an MiinT fenanr
Tefctoaoe 49 » 156 850. Fax 4969By Paul Abrahams

By David Buchan in Pals

FRANCE'S legislative
crackdown on crime and clan-
destine immigration has
provoked a backlash from two
powerful centrist ministers.

Mr Pierre M£halgnerie aw

d

Mrs Simone Veil, UDF minis-

ters of justice and social affairs

respectively, have written to

Mr Edouard Balladur, prime
minister, to ask for govern-

ment support in deleting an
amendment which would let

police demand identity papers

of people they have "any rea-

son, apart from racial appear-

ance, to believe are foreign".

The police powers bill of Mr
Charles Pasqua, hard-line

GauDist interior minister, now
before parliament, has widened

the scope of police to make
spot identity checks, but not to

the extent the amendment’s
supporters would like.

He appeared to Indicate yes-

terday that he had no quarrel

with the backbench GauDist
amendment, simply saying it

was up to the Senate to decide

what to do.

Officials said yesterday that

Mr Balladur would seek, on his

return, from the EC summit in

Copenhagen, to defuse the row.

The two UDF ministers said in

their letter It was important

for law-abiding foreigners Dot

to feel discriminated against".

A 10,000-strong protest

march
,
by left-wing ami immi-

grant organisations opposed to

the biH was held In Psons at

the weekend.

EUROPE'S pharmaceuticals
industry continued to suffer

the effects of healthcare
reforms in Germany and Italy

during the first third of the
year. Drugs sales in Europe’s

seven largest markets fell from
$16.65hn in the four months to
April 1992 to $15£8bn (£10.4bn)

during the same period this

year.

The figures, compiled by the

pharmaceuticals market
research company IMS Interna-

tional were affected by the
devaluations of a number of
European currencies.

In local currencies, sales in
the seven countries increased
1.4 per cent, compared with s
pa cent in the whole of 1992.
The seven markets represent
about 85 per cent of the west
European market

WEST EUROPEAN

CanUovascuta-

Mmentaiy/meteboiism
Anfl-lnfactfvos

Central nervous system
Respiratory

Miocuto-aketetai

EHoodforgans
Others
Total

pharmacy obuo purchases JAWSAHY-APRH. 1903 t^T
Ftenes Germany tefy Spate UK Belgium Holland Trt

a® taanadangf

France overtook Germany as
the world's third largest mar-
ket, as drugs sales increased
from $353bn during the first
four months in 1992 to $4J23bn
during the same period this
year, an increase of 7.2 per
cent excluding currencies.
The German market, hit by a

5 per cent price cut in January
and the introduction of curbs

on doctors' prescribing, fell
from |A67hn to Kl7bn. a drop
of 11 par cent excluding cur.
renties.

The figures include sales in
eastern Germany.

Italian sales fell 0.6 per cent
in the local currency after
health reforms this year. They
dropped from $3.76bn to
&L97tra.

The UK posted a drop from
$L7lbn to tl.62bn. but exclu-
ding currencies it reported a
gain of LL6 per cent Spanish
sales feU from $1.62bn to
$L6lbn, but- generated a 1&2
per cent rise in local curren-
cies.

The Dutch market was the
fastest-growing among the
seven, rising from $46im to

®53fen, an increase of 14.4 per
cent excluding exchange rates.
Sales in Belgium increased
from $499m to $52902, a rise of
5.9 per cart in local cMirenrinq

.

In dollar tarns, all therapeu-
tic categories reported a drop
la sales except for anti-infec-
tives, which include anti-riiul
and anti-fungal treatments.
These increased from ILGlbn
to $L62bn.

Excluding exchange rates,
sales of antMnfectives rose 93
per cent, alimentary and
metabolism treatments
“creased 0.4 per cent, central
nervous system drugs rose 4.1 .

per cent, and respiratory medi-
cines, mainly asthma medi-
cines, rose 53 percent
AH figures Include purchases

\
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Eldership

Why is unemployment so much worse in the European Community than in the US or Japan? Is it the
recession, or are there deeper factors? FT writers report as EC leaders seek answers at today’s summit

A labour market ‘gripped by Euro-sclerosis’
By Edward Balts cent this year, the worst perfor- up" from each cyclical trough to the ducere; both have seen technological worrying number of prime-age male employment protection rather than j •

T hf r • -
mance in EC history. As a result, the next change reduce the number or "good" workers have left It entirely. creation. "The inability of firms to flPPlI Ifl

wnirim) ^ '°^ni
f
slon 15 Commission expects EC unemploy- And the malaise runs deeper, manufacturing jobs for poorly edu- Most European governments have hire and fire can be a problem in 1* V/ J.M*

h „_ }

™'
rn

‘~~ unemployment ment to rise to 12 per cent next year, Europe has high unemployment, but cated male manual workers at other deliberately avoided the US route - some parts of the Community,” says
fF™*8 “** ov®r 17m people, and fall only mod- also a miserable record of job ere- than low wages; neither have bee: the creation of large numbers oflow Mr John Morley, head of the Com- cif-yiipfiiy/\
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By Edward Balls

T HE European Commission is
worried. Mass unemployment
has become a scar across the

Community, threatening the social
and political cohesion of a single
market in which 10 per cent of the
labour force are excluded from its

supposed rewards.
But the Commission’s concern

runs deeper: it fears the combination
of persistent unemployment and
sluggish job creation in EC coun-
tries, relative to other developed
countries, may indicate a lack of
flexibility and competitiveness.
These fears led Commission Presi-
dent Jacques Delors last month to

order a study of the EC’s unemploy-
ment and competitiveness.
Euro-sclerosis - the notion that

European economic performance is

being undermined by excessive regu-
lation and labour market inflexibil-

ity - is thus firmly on the EC
agenda at today's summit
Europe's recent record has cer-

tainly been miserable. EC employ-
ment fell by 1.3 per cent last year.
The Commission's latest forecasts
expect a fall of more than 1.75 per

cent this year, the worst perfor-
mance in EC history. As a result, the
Commission expects EC unemploy-
ment to rise to 12 per cent next year,
over 17m people, and fall only mod-
estly thereafter.

The immediate cause of this poor
performance is the recession. So
long as the European exchange rate
mechanism continues to transmit
high German interest rates across
the continent, growth will remain
depressed and unemployment will
keep rising.

European officials play down the
effects of falling output But a group
of leading US economists from the
Massachusetts Institute of Technol-
ogy led by Nobel prize winner Mr
Franco Modigliani said recently they
were “amazed" that Mr Delors*
unemployment initiative made no
mention of the Bundesbank's high
interest rates. “We believe this pol-

icy to be one of the major, if not the
major, cause of unemployment in
the EC.” they said.

Still. EC countries have good rea-

son to feel worried when they look
beyond lower interest rates and
recovery to the future. For unem-
ployment appears to be ‘‘ratcheting

up" from each cyclical trough to the
next
And the malaise runs deeper.

Europe has high unemployment, but
also a miserable record of job cre-

ation compared with other developed
countries. Twenty years ago the per-

centage of the US population of
working age who had jobs was much
the same as that of the EC. Since
then the US has succeeded in'

increasing the numbers in employ-
ment by 30m - three times as many
as the Community.
As a result the EC has a very low

rate of employment compared to
other industrialised countries - less

than 60 per cent of the working age
population is in employment, com-
pared to around 70 per cent In the

US and Efta countries and over 75
per cent in Japan.

What, EC governments ask. has
gone wrong? The economic perfor-

mance of the US over the past 20
years. Judged by its growth rate,

export performance or budget and
trade deficits, has not been notice-

ably better than that of Europe.
Both regions worry about the

small but growing competitive
threat from low-cost east Asian pro-

ducers; both have seen technological

change reduce the number or “good"
manufacturing jobs for poorly edu-

cated male manual workers at other
than low wages; neither have been
very effective at replacing old-style
manufacturing jobs with well-paid

ones ir high technology industries.

So why is unemployment persis-

tently higher in Europe? Why are US
workers, especially women, more
likely to find a job than Europeans?
And why have only 6 per cent of
North America's unemployed been
out of work for more than a year
compared to nearly 50 per cent of
European job seekers?

The answer seems to be the regu-

lated nature of the European jobs

market, as the OECD, the European
Commission and national govern-
ments are increasingly realising. In

the US. with a deregulated, job-creat-

ing labour market, the result has not

been long-term unemployment but,

instead, falling real wages for people
in work. Real wages for the poorest

10 per cent of US workers have
fallen by a third since 1970. while
unemployment benefits offer only a
short-term alternative. Many women
have entered the labour force - a

worrying number of prime-age male
workers have left It entirely.

Most European governments have
deliberately avoided the US route -

the creation of large numbers of low
wage, service sector jobs - by pre-

venting pay from falling through
maintaining relatively high mini-
mum wages and unemployment ben-

efits or public sector employment
This policy, the OECD argues,
“serves only to manifest the problem
in a different form: instead of being
working poor, unskilled workers are
unemployed."

It alsn means that many women
who would have entered employ-
ment in the 1960s have not been able

fo do so. Seventy per cent of the new
jobs created in the EC in the second
half of the 1980s went to new
entrants to the labour market while
only 30 per cent were taken by the

unemployed. But female employ-
ment rates remain much higher in

the US and the UK than in continen-

tal Europe, while, with the sole

exception of the UK, unemployment
rates in Europe are higher for

women than for men.
EC officials acknowledge that the

balance has swung too far towards

employment protection rather than
creation. "The inability of firms to
hire and fire can be a problem in

some parts of the Community," says
Mr John Morley, head of the Com-
mission’s employment policy unit.
He lists high non-wage labour costs
and employment taxes in some parts
of the Community, inadequate train-

ing provision and the rigid working
hours arrangements as possible
reasons for this poor record of job
creation.

OECD officials say that European
governments have so far only paid
bp-service to the need for more flexi-

ble labour markets. In particular,
they complain that too little effort

has been made in switching employ-
ment spending from “passive" mea-
sures - unemployment benefits - to
“active” ones such as counselling
and retraining .

But this failure goes to the root of
the EC's dilemma. It may be waste-
ful to pay unemployment benefits to
the growing army of long-term
unemployed. But the US alternative
- falling real wages for the unskil-

led. greater inequality and lower
welfare benefits - can hardly be
more palatable to EC governments.
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By Tony Jackson that can hardly be blamed on
the service sector.

IN A REGION as large and But recent employment
diverse as the EC. it is risky to trends in services are slightly

generalise about unemploy- worrying- It used to be argued

ment Whatever the headline that productivity gains were
figure, the patterns vary harder to obtain in services

widely between countries and than in manufacturing, since

economic sectors. But one no amount of automation
basic fact needs to be taken could do much to improve the

into account The jobless total output of a barber or a lawyer,

is not just the product of Recent events in the UK, for

recent events such as recession instance, have put that in

and German unification, question. BT made 35.000 work-

Europe’s unemployment has ers redundant last year, 19,000

been rising for decades. of them
,
on a single day. The

At the peak of the economic main retail-banks lost 10,000

cycle in 1979, EC unemploy- workers, partly because hole-

ment stood at 5.4 per cent At in-the-wall cash machines
the next peak in 1990 it was 33 replaced cashiers at the

per cent In the US and Japan, counter,

this pattern is reversed. But the trend should not be

Between the two cyclical peaks exaggerated. As the OECD
the rate fell remarks, while the service sec-

It is tempting to attribute tor has been hit harder in this

this to the relative decline of recession than in previous

European industry. In most EC ones, the worst job losses have

countries, the industrial work- still come in manufacturing
force hag been falling for years, and construction. And if there

Recently another phenomenon are more white-collar workers
has been added: a shake-out of out of work now than in previ-

jobs in service sectors such as ous recessions, that is simply

hanking and finance. because there are more of

The resulting argument has them around than before,

a certain instinctive appeal. On the other band, that fact

European industry, it Is said, is helps to explain one curious

being priced out of work by aspect of the present recession

developing countries. Industry in regional terms. In previous

is basic to the economy, and recessions, the worst-hit

services depend on it If ser- regions within countries were

vices are deprived of an indus- regularly those with the high-

trial base, they are not robust est unemployment to start

enough to fill the jobs gap. with. In this recession the

The argument does not quite opposite is true. The accompa-

fit the facts. Granted, there has uying map, compiled from the

been a marked shift away from latest comparative data from

manufacturing over the years, last year, illustrates the trend.

The OECD calculates that in In the two years to end-1991,

1970, blue-collar workers out- according to OECD calcula-

numbered white-coliar workers tions. the unemployment rate

in all 12 EC states except the in UK regions with the lowest

UK, Germany and Holland. By rate to start with rose by 4

1990, white-collar workers were percentage points. In those

in the majority in every coun- with the highest starting rate

try except Spain. k 1-5 percentage points.

- But the same shift has hap- Regional differentials have

pened elsewhere, notably been compressed in this reces-

Janan. The steady fall in indus- sion. where previously they

SaiSZZSSta common to had widenei In the UK’s case,

most developed countries, as a the reason is obvious: that a

consequenceof factory auto- disproportionate number of

SnPiorided industrial jobs were lost in
J^^ser

output carries on rising, a fall- vice m London and south-east

boa level of industrial employ- England. .

ment need not damage the Again, though, generalising

as a whole. In the EC, about regions arwmfries *

F—gIr'-- -ssssrissss
frueThat services its workforce in the most

have failed to provide employ- endangered sector ^ah, agn-

monf Tn fho Hpcade 1981-91. the culture. Sure enough, by 1991

w?" grrtss
sSKS^i jssgfiKS
££« 2i“ agss fim
12m in the EC workforce; but m Spain.
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By David Marsh,
European Editor

ALARM and pity about
unemployment are nothing
new. “A man willing to work
and unable to find work is per-

haps the saddest sight that for-

tune's inequality exhibits
under the sun," wrote the Scot- t

fish thinker Thomas Carlyle in

1839.

In terms of mere physical
well-being, the EC's 17m unem-
ployed are better off than those

without jobs in Carlyle's day or

during the 1930s depression.

What has changed for the

worse is the long-term hope-
lessness engendered by an EC
problem which has persisted

for a generation.

The Community’s unemploy-
ment rate, about 2 per cent
before the 1973-74 oil price

shock, has ratcheted up
remorselessly. Each cyclical

upturn has receded, leaving a
larger proportion of jobless.

The jobless figures them-
selves are managed, massaged,
manipulated and moaned over
- permanent symbols of a dis-

satisfied society.

With every wave of protesta-

tion by politicians and trade

unionists that the level is

unacceptably high has come a
fresh wave of public disillu-

sionment about their inability

to do much about it

Pump-priming 1930s-style is

no longer appropriate - not
only because of the size of gov-

ernment deficits, but also

because ‘many structural

causes of unemployment would
not be resolved, even if the
Community were to find its

way back to 3 per cent growth.

There is no shortage of

microeconomic suggestions to

correct the trend. Many of

these proposals, such as real

wage cuts and more flexible

working methods, are economi-
cally sound.
The long-term jobless might,

however, note cynically that

these recipes are mainly
offered by commentators suf-

fering from over-work rather
than under-work, and whose
real wages have shown a com-
forting propensity never to fall

The latest Commission docu-

ment on “a framework for

employment” highlights the

less-than-inspiring options on
offer. The document put for-

ward by Mr Padraig Flynn,

social affairs commissioner,
outlines “a process of analysis

and policy reflections on possi-

ble solutions." The aim is

“some operational conclusions

over an 18-month period."

But the EC's room for man-
oeuvre room seems inversely

proportional to the political

sensitivity of the issues it

would like to address.

The single-market pro-
gramme, for example, set forth

a tide of investment in the sec-

ond half of the 1980s which
contributed to the Communi-
ty's buoyancy. Now, however,
the programme is becoming
increasingly associated in pub-
lic opinion with job-killing cor-

porate restructuring, diminish-

ing further popular enthusiasm
for European union.

Also, Uie latest rise in unem-
ployment is coinciding with
intense immigration pressure.

To discontented populations in

eastern Europe or the third

world, even a high-unemploy-
ment Community looks to be a
source of succour.

Economic recovery alone offers no cure
By Our Foreign Staff

EC COUNTRIES, facing further

increases in unemployment during

the next year, are implementing a

mixture of shorter and longer term

moves to try to keep the rises to a
minimum often, however, the gov-

ernments know the measures are

little more than palliatives.

Everyone agrees there are no sim-

ple answers. As the Bank for Interna-

tional Settlements put It in its annual

report this month: “Especially in con-

tinental Europe, where 40 to 50 per

cent of the unemployed have been

without work for 12 months or more,

unemployment constitutes a struc-

tural problem which cannot easily be

resolved through higher output

growth."

The EC Commission recognises

that, to make even a modest dent in

the Community’s 17m unemployment

total, labour market deregulation

needs to be near the top of the

agenda.

Mr Jacques Delors, Commission

president, carefully avoided sug-

gesting the Maastricht treaty's social

chapter contributes to joblessness.

But the Commission’s new strategy

on unemployment unveiled during

the last few weeks pinpoints high

labour costs as an important factor.

In particular, the Commission has
suggested unemployment could be
brought down through reductions in

employers’ social security contribu-

tions.

The cost to national exchequers of

direct measures to alleviate unem-
ployment is relatively small in terms

of the EC’s overall spending on social

security. But, including indirect

effects, rising unemployment has had

a considerable impact In increasing

overall EC social transfers to an esti-

mated 19.3 per cent of gross domestic

product this year from 15.8 per cent in

1980, aixonhng to OECD figures.

Social transfers (including medical

and pensions payouts as well as other

forms of social security) have risen

during this period to 1A5 per cent

from 11.0 per cent for the UK, to 2LQ

per cent from 17.0 per cent for Ger-

many, to 22.5 per cent from 19-2 per

cent for France and to 185 per cent

from 142 per cent for Italy.

According to the OECD, most EC
countries spend between 1 and 3 per

cent of GDP on “active" and "passive”

labour market programmes. “Active"

measures are classified as various

forms of training, youth employment

measures, subsidised employment and

the like, whereas “passive" spending

comprises unemployment benefit and

early retirement pay-outs.

In the “active" category, Ireland,

Denmark and Germany lead the
league table with spending put at 1.48,

129 and 121 per cent of GDP respec-

tively. In “passive" measures, Den-
mark heads the list with 4.72 per cent,

followed by Ireland (223) and Belgium
(2.71).

The UK comes near the bottom of

both lists with spending of 026 per

cent of GDP on "active" measures and

125 per cent on “passive" ones.

Since 1985, governments have
moved away from direct job creation

towards more targeted measures

aimed at mobilising labour supply for

productive work.

Success has, however been only lim-

ited. Employment creation in such

countries as France or Spain has

slowed sharply in spite of buoyant

economic growth in the latter half of

the 1980s.

In view of forecasts that French

unemployment, already more than

3m, will rise by a farther 300,000 this

year, Mr Edouard Baliadur, the

French prime minister, has recently

been forced to expand the scope of

planned employment creation mea-

sures. He has also appealed to French

industry to offer a farther 200,000

apprenticeships and training posts to

fak» more young people off the dole

queue.

The Netherlands offers an instruc-

tive example of how generous welfare
benefits can impede labour market
schemes. The country focuses efforts

to combat unemployment on provid-

ing training and work experience. For
people up to the age of 27. the govern-
ment offers guarantees of work expe-

rience at public and non-profit institu-

tions. However, only 7200 people take

part.

For the long-term unemployed,
there are "job pools" that offer mainly
unskilled work experience in hospi-

tals, schools and other public bodies.

About 14,000 people participate.

In both cases, participants get paid

little more than they would receive

under the Netherlands’ generous wel-

fare benefits - so that participation

rates are inevitably low.

As continental Europe confronts

the realities of the recession, the

greatest financial squeeze is being felt

by Germany. The federal labour office

warned last week that its deficit could

rise to DM20ira (£8bn) this year, with

spending climbing to over DMlOObn,
up DMlSbn from the 1993 budget
Over DMllbn was spent on job cre-

ation schemes with DM9bn chan-

nelled to east Germany.
The labour office also spent

DM9.7bn in early retirement pro-

grammes whereby 55-year-old workers

receive their full wages for five years,

until the normal retirement age.

Measures to make the labour mar-
ket more flexible are being proposed

with much greater urgency. Mr Julius

Louwen. a Christian Democrat parlia-

mentary deputy, has drafted 13 recom-
mendations on which the federal

labour ministry is working.
In Spain, labour market inflexibility

is also a growing preoccupation. Mr
Felipe Gonzalez, the prime minister,

is starting discussions with trade
union leaders on a social pact aimed
at bringing wages under control.

Mr Gonzdlez is also trying to gain

trade union agreement to less rigid

guidelines on job classification, on
labour mobility and on short term
contracts.

Perhaps the most painful task in

Europe awaits Italy. No government
in Rome since the 1950s has envisaged

a long recession or imagined chronic
unemployment being a serious prob-

lem. As a result there is no welfare

state concept of unemployment bene-

fit - merely a system ol funding tem-

porary lay-offs for up to two years, so
that workers can return to their jobs

once the production cycle picks up.

Reports by David Marsh in London,

Tom Bums in Madrid, Ariane Genii•

lord in Bonn, Robert Graham in Rome,
Ronald van de Erol in Amsterdam.
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Militia chief wrestles for power with former communist boss

Azerbaijan

rebel wants

top posts
By Steve LeVine fen Baku

MR Heydar Aliyev, the

Brezhnev-era communist boss

who on Friday assumed power

in Azerbaijan, was last night

locked in a struggle with the

military rebel whose revolt

helped catapult him to the

presidency.

The leader of the revolt, Mr
Surat Husseynov. has
demanded political and mili-

tary power, diplomats said.

According to Mr Aliyev, Mr
Husseynov wants to become
prime minister, and to control

the interior and defence minis-

tries, and the state security

arm, the KGB.
Mr Aliyev accused Mr Hus-

seynov of attempting a coup

d'etat, and said: “I won’t allow

that I'll do my best to avoid

this."

Mr Aliyev, a former KGB
and communist party chief,

emerged from six years of

political exile to become acting

president on Friday, when the

republic's beleaguered elected

president, Mr Abulfaz Elchi -

bey, secretly left the capital in

a pre-dawn flight, and took ref-

uge in his home village.

The political crisis was trig-

gered on June 4 when Mr Hus-
seynov’s private army, approxi-

mately 3,000 strong, seized

Azerbaijan’s second largest

city. Gyanja, and demanded Mr
Elchibey's resignation.

It was initially thought that

Mr Husseynov and Mr Aliyev
were political allies, but It has

since become clear that the
army rebel has his own
agenda.
Mr Husseynov’s men have

dug in to the west and the
north of the capital of Baku
and Mr Aliyev has been negoti-

ating secretly with him to halt

the rebellion.

Yesterday, Mr Aliyev urged
Mr Elcbibey to return to Baku,
castigating him for leaving the

capital. “The captain should be
the last to leave the ship," Mr
Aliyev said.

In a separate development,
Azerbaijan's political crisis

may be imperilling attempts to

end the five-year-old war in the

Azerbaijan region of Nagorno-
Karabakh.
Last week Nagorno-Kara-

bakh officials agreed to a peace
plan brokered by the Council

on Security and Cooperation
in Europe. But now, because of

the uncertainty in Azerbaijan,

CSCE officials have cancelled a
visit planned for this week to

Baku to begin organising the
withdrawal

Japan heads for clash

with US on procurement
.. nnMaRlonh sw According' to a US trade offi

By Nancy Duma
In Washington

TENSION has risen between

the US mid Japan over govern-

ment procurement which could

damage sensitive negotiations

this week in Tokyo on a tariff

reduction package for the Uru-

guay Round.
After years of complaints

about Japan’s closed Wilding

system on construction ser-

vices and two agreements
which have produced little

progress, the US formally
brought a trade complaint on
April 30. It has 60 days to nego-

tiate a solution to eliminate

the “discriminatory practice”

or announce sanctums.

US law gives the president

the right to postpone retalia-

tion if it would harm US inter-

est to act But it is not certain
that President Clinton would
invoke that provision.

Both he ami Mr Mickey Kart-

tor, the US trade representa-

tive, have talked of the need to

enforce trade agreements. Few

disputes have dragged an as

long as construction services

with as Httie to show for Amer-

ican patience.

If Tokyo continues to fail to

respond to US demands for a

negotiating framework with

quantifiable measures, Wash-

ington may want to fire a

warning shot.

US and Japanese negotiators
this week had another attempt

at negotiating a deal on con-

struction services. Washington

submitted a four point package

which inrfuded:

• Expanded coverage of the

current Major Project Arrange-

ment accord.

• An end to Japan’s use of the

“designated bidder system” for

public works procurement and

replacement by an open bid-

ding system.

• Enhanced anti-monopoly

enforcement to discourage bid-

rigging.
.

• Establishment of a system

for measuring progress.

According to a US trade offi-

cial, the package was resected,

and the Japanese offered to

negotiate on another US pro-

posal which they had earlier

tamed down.
For several years the Japa-

nese have said American engi-

neering and architectural com-

panies must form joint

ventures with Japanese part-

ners in order to understand the

particular demands of the Jap-

anese construction and . design

market
The number of projects on

which US companies and their

partners can bid has increased,

but the process has produced

few contracts.

American companies won
less than $2Q0m of bids last

year. US trade officials argue

that Japanese construction
companies are not competitive

in the international market
The US a 45.4 per cent

share of this market in 1991,

compared with a 7.2 per cent

share for Japan.

Korean president attacks

Hyundai labour disputes

Aliyev; resisting attempt at military takeover

Turmoil casts shadow over oil deal
By Steve LeVine

THE political turmoil in

Azerbaijan has made it unclear

whether an important oil deal

will go through.

The planned deal, still under
negotiation, was due to be
given a boost during the visit

to London in the first week of

July of Mr Abulfaz Elchibey,

the Azerbaijani president, who
last week went into hiding. It

involves eight foreign oil com-
panies and is aimed at exploit-

ing an estimated 4bn barrels of

the ex-Soviet republic's oil

reserves.

But foreign oil company and
government officials say It is

unlikely that Mr Elcbibey will

proceed with the visit.

Last Friday, Mr Elchibey
flew without warning to Ids

home village, and Handed over
temporary power to Mr Heydar
Aliyev, the parliamentary
chairman.
The upheaval has caused

many of the foreign oil officials

to leave the country. Some of
the remaining officials have
voiced concern about the
impact of the political struggle

on their attempts to close deals

with the government
The ofi companies are cur-

rently in London negotiating

with Azerbaijan officials to
develop three Caspian Sea oil-

fields. The companies are BP,

Statoil of Norway, Amoco Pro-

duction Company, Pennzoil
McDermott International of
New Orleans, Union Oil of Cal-

ifornia. Ramco and the Turkish
Petroleum Company.
The companies and the Azer-

baijani government were push-
ing to complete at least a sig-

nificant portion of the
negotiations before Mr Elchi-

bey arrived.

Oil industry sources said yes-

terday that although the politi-

cal confusion was in danger of

stalling the negotiations over

the deal Azerbaijan remained
badly in need of foreign invest-

ment and it seemed likely that

whoever was running the
country would continue the
tflllca.

British Petroleum, one of the

parties to the proposed deal
said: “We remain in negotia-

tions with SOCAR, the state oil

company, and we expect the

deal to go ahead."

Originally, the companies
were divided into three negoti-

ating groups to develop three

of the republic’s fields -
Guneshli, Azeri and Chirag.

But last month, the Azerbai-

jani government decided to put
all the companies into one
Tmitised” group, and negotiate

with all of them foro2 develop-

ment

By John Burton hi Seoul

SOUTH Korean President Kim
Young-sam has criticised

labour disputes at Hyundai
the nation's largest conglomer-

ate, that threatened to derail

his economic recovery pro-

gramme.
Work slowdowns began last

week at Hyundai Motor, South
Korea's largest car maker, and
several other Hyundai subsid-

iaries, while a 14-day industrial

action has affected Hyundai
Precision, a container and jeep

manufacturer.
Mr Kim said he was con-

cerned that Hyundai workers

may be “going too far in pur-

suit of their interests,” explain-

ing that “the wages at Hyundai
are high when compared with

other industrial companies."
However, the president also

took a swipe at Hyundai
reflecting his political feud
with its founder. Mr Chung Ju-

yung. “Labour disputes have
occurred almost every year at
Hyundai affiliates, so there
seem to be problems with the

management's sincerity," Mr
Kim said.

Government officials are

worried about the threat of

widespread industrial action at

Hyundai for two reasons.

One is that strikes at Hyun-
dai could spread to other
industrial groups and end the

government's attempt to curb

wage growth this year.

Sharp rises in wages over the

past five years, which have
averaged 20 per cent annually,

have seriously harmed the
country's international com-
petitiveness.

The prospects for wage mod-
eration initially appeared
encouraging. In an unprece-
dented accord this spring, the

Korea Employers' Federation
and the Korea Federation of

Trade Unions agreed to limit

wage growth to 4.7-K9 per cent

this year against 16 per cent in

1992.

This coincided with a dra-

matic fen in labour disputes

during the first five months of

1993. But industrial action has
risen sharply during the first

Half of June, breaking the
unusual period of labour
peace.

Hie other concern is that dis-

ruption of production at Hyun-
dai Motor could seriously

affect the nation’s exports just

as South Korean industry is
gaining an advantage over Jap-

anese competitors due to the

appreciation of tire yen.

Vehicles are one of Korea’s
touting exports, with Hyundai
Motors normally accounting
far two-thirds of vehicle ship-

ments abroad.

The walkouts during two
shifts at Hyundai Motor, which
began last week, have short-

ened production by eight hours
and caused losses of 1,600 cars

per day valued at 615m.

Hyundai Motor workers are
demanding a pay rise Of 16.45

per cent rejecting the compa-
ny’s offer of 5 per cent

Production at Hyundai Motor
was also halted for 10 days last

month by a strike at Apollo
Industrial, its exclusive sup-

plier of bumpers.

Partial walkouts have also

spread this week to Hyundai
Electrical Engineering, Hyun-
dai Construction Equipment
and Hyundai Metal over work
conditions.

The government is examin-
ing the legality of the indus-

trial action at Hyundai

Blow for

auditors

of failed

thrifts
By Andrew Jack

NEGOTIATIONS between
banking regulators and several

US accounting firms for out-df.

court settlements in coinneg.

tion with their audits of felled

savings and loans insthutioos

appear to have suffered a art-

back.

The Resolution Trust Ccapo.

ration has filed a series oflaw-
suits against Dekritte &Toads
which had previously been on
hold while discussions took
place with government offi.

dais.

Last year it issued suits in

place of negotiations against

Arthur Andersen, mid it has
also brought action, against
KPMG Peat Marwick in rela-

tion to audits of failed thrifts

and banks. It has filed a total

of 250 professional indemnity

suits.

Until earlier this year the

agency had been in discussion

with Deloitte & Touche taing

“tolling agreements", which
allow talks to continue without
lawsuits being filed beyond the

normal three year statute of

limitations.

Six such toiling agreements
between the ETC and Deloitte

& Touche lapsed earlier this

year and suits have now been

filed, leaving the firm with 12

suits with claims for about
$i.4biL

Last summer the RTC filed a

suit against Andersen several

months after the limitation

period was up, suggesting a
similar tolling agreement had

been in place and then allowed

to expire.

The approach appears to con-

trast with the negotiated

“omnibus" legal settlement

announced last November with

Ernst & Young, in which the

firm agreed to pay $400m and
retrain staff in exchange for

dropping a series of actions.

Those dose to the negotia-

tions from the accounting
firms suggest that the hew dif-

ficulties have in part been gen-

erated by a change In key staff

in the three regulatory bodies

taking legal action, the RTC,
the Office of Thrift Supervision

and the Fedaul Deposit Insur-

ance Corporation. They also

point to critic&nof the agree-

ment with Ernst & Young by
Henry Gonzalez, US House
hanirhig committee chmnufru.
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Kravchuk retreats in

Ukraine power struggle

Referendum may strengthen Kiev reformers

By Chrystia Freeland fin Kiev

UKRAINIAN President Leonid Kravchuk
yesterday back-pedalled in the battle over
extra powers for the popular reformist
prime minister, Mr Leonid Kuchma.
On Saturday, Mr Kuchma, angered by

the president’s unilateral move last week
to take direct control over the govern-
ment, lashed out at Mr Kravchuk, accus-

ing him of “robbing the country". Accord-
ing to the media, Mr Kuchma also
tendered his resignation for the third time
this month, but the prune minister’s aides
said yesterday the reports were inaccu-

rate.

The increasingly acrimonious conflict

between the president and prime minister
has paralysed the country at a time when
decisive measures are needed if the econ-

omy is to be saved from collapse.

Kiev won a brief respite over the week-

end, when coal miners in eastern Ukraine
called off their 10-day strike. However, the

price of this reprieve was a new tranche of

subsidies to the coal sector which is expec-

ted to trigger another round of inflation.

Mr Kuchma, who has earned a reputa-
tion in Ukraine and the west as a compe-
tent technocrat, is perceived as the only
figure able to implement the painful eco-

nomic reforms Ukraine requires.

But Mr Kuchma has said he needs extra-

ordinary authority over the economy in

order to implement his programme. That
has troubled Mr Kravchuk, who fears that

if the prime minister succeeds in his bid
for additional power then the president

will be left an overly circumscribed role.

Mr Kravchuk reached for a compromise
last week, issuing a decree putting Mr
Kuchma in charge of an “emergency com-
mittee” to run the economy, but giving

himself direct control over the govern-
ment
But, as he made clear in a passionate

speech in his power base of Dniprope-
trovsk an Saturday, Mr Kuchma is unwill-

ing to go along with this new arrange-

ment. “I understand that the prime
minister is no more because the govern-
ment is headed by the president,” Mr
Kuchma said.

Mr Kravchuk, whose fear of Mr Kuch-
ma’s rising popularity is matched only by
his concern that without the prime minis-
ter Ukraine's economy will run further

adrift, back-pedalled yesterday.

"I am not going to insist cm everything
remaining unchanged," Mr Kravchuk said.

“There can be changes (to the controver-

sial decree) if there are constructive pro-

posals.” But Mr Kravchuk also made dear
that he Is unwilling to relinquish all power
to Mr Kuchma.
Parliament is likely to act as referee in

the increasingly hostile conflict. One
option would be for parliament to try to

block the presidential decree on constitu-

tional grounds and to grant Mr Kuchina
the extra powers he has been seeking for

the past month.
But although the legislature is generally

inclined toward the prime minister, it is

divided and might be unable to muster the

political will to challenge the president

REFERENDUMS are catching on in the
former Soviet republics. First, Russian
president Boris Yeltsin, under pressure
from the parliament, put his leadership to

the test in April’s referendum. Now the
Ukrainian parliament has responded to

President Kravchuk’s assumption of wider
executive powers by voting to hold a refer-

endum of confidence in both the president

and parliament in September. In Russia,

the referendum has strengthened the hand
of the economic reformers. Might the aawin

be true in Ukraine?
Something certainly had to be done to

give a new reform in Kiev a new impetus.
After a seemingly promising start last

December, prime minister Leonid Kuchma
has appeared to lose his grip, culminating
in last week’s presidential decree declar-

ing that Mr Kuchma will head an “emer-
gency committee” to run the economy
under Mr Kravchuk’s controL Meanwhile,
the state of the economy has deteriorated
rapidly. One of the best measures at eco-

nomic progress in the former Soviet econo-
mies Is the black market exchange rate.

Output statistics are heavily distorted,
unemployment rates meaningless and offi-

cial inflation rates unreliable. But the will-

ingness of the population to hold the cur-
rency gives a relatively undistorted
measure of inflationary pressures and con-
fidence in the government’s economic

Black market exchange rates In Russia and Ukraine
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The judgment of the Ukrainian public
has been severe, as the left-hand chart
shows. It tracks the exchange rate
between Ukrainian coupon and US dollars
at winch black market traders buy dollars
in Kiev. The exchange rates are measured
weekly in a project run by Mr Simon John-
son of the Fuqua School of Business, Duke

University and Mr Oleg Ustenko of the
Kiev State Economics University.
The coupon has fallen in value by nearly

250 per cent against the dollar since the
beginning of the year. The sharpest fells

occurred in April when it emerged that
the central bank had released a new
tranche of credits without informing the
government The unofficial inflation rate,

compiled by measuring the prices of the
same basket of goods each month in Kiev

state stores, has accelerated back towards
50 per cent a month.
The coupon has, as a result, the dubious

privilege of being one of the few curren-
cies in the world that has depreciated
against the Russian rouble this year. The
rouble-dollar exchange, measured by a
Johnson-Ustenko team in St Petersburg,
has fallen by 188 per cent this year. In
Kiev, the coupon has slipped in value from
1-95 roubles at the beginning of January to

22 roubles last week. At this rate, a smart
trader with transport can just make a

profit from round-tripping between Kiev
and St Petersburg.

If President Kravchuk is serious about
stabilising the inflation, then the Russian
experience suggests a popular referendum
might help his cause. Since Mr Yeltsin’s
victory, the Russian government has been
able to reach a credit agreement with the
central bank which has met with approval
from the International Monetary Fund.
The rouble exchange rate has stabilised in
recent weeks in the expectation that IMF
financial aid will provide a new source of
non-inflationary budget finance thfe year.

But first the Ukrainian government Has
to win the referendum. For a president
with extensive executive powers, the
temptation to buy votes by agreeing to
popular increases in subsidies and welfare
benefits is probably overwhelming. Cer-
tainly Mr Yeltsin took this approach
which explains the slump in the rouble
exchange rate in April and May and the
coupon’s recovery against the rouble.

Western advisers now believe the under-
lying Russian inflation rate has fallen
below 20 per cent But the Johnson-Us-
tenko unofficial measure puts the rate
above that In St Petersburg in the early
weeks of this month. Ukraine starts its

referendum campaign with a monthly
inflation rate already in the 50 per cent
region, the threshold at which inflation
becomes hyperinflation. Ukraine now
feces a destabilising few months. Watch
the coupon.

Edward Balls
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Trade Agues era given In batons aI European currency unto (Ecu*. The Ecu exchange rate shown the nutter at national currency unto per Ecu. The nominal eflecfiwe exchange rale is an index wtth 1986=100.
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NEWS: INTERNATIONAL

Mogadishu food aid put off
THE UN abandoned plans to
distribute food in the backyard
of its chief foe in Mogadishu
yesterday, when Pakistani
troops supposed to guard it
said they feared coming under
sniper fire, Beater reports
from Mogadishu.
This would have been the

first hand-out to areas con-
trolled by the warlord General
Mohamed Farah Aideed
his militia attacked and lulled
24 Pakistanis on June 5, pro-
voking a military showdown
with UN troops and an arrest
warrant for himself.
A UN spokesman said distri-

bution was postponed until
today because of “misunder-
standings'*. Pakistani troops
assembled to guard the food
drop said they feared distribu-
tion points had not been
cleared of snipers.
“I'm responsible for my 20

men," said Pakistani Captain
Zahid Hussain at Mogadishu
port, where 170 tonnes of grain
had been assembled to give to
the needy. “I have to get them
home alive, and there are some
feeding sites where adequate
security can’t be provided
because they’re surrounded by
high ground. 1 don't want a
repeat of the June S incident,”

Gen Aideed disappeared on
Thursday when the UN said it

wanted to arrest him, but his
gunmen have carried out daily
sniping on UN positions.

The UN accuses him of mas-

A Somali boy waits for food yesterday near a UN checkpoint in south Mogadishu

terrainding the ambush and
violating a series of agree-
ments to place his heavy weap-
ons in areas open to inspec-
tion, and to disarm his mniHa
US officials said they

thought his command centre
was wrecked in bombings and
ground attacks last week but
that he might still be danger-
ous while at large.

“I suspect that be still has
the capacity to act. I think it

has been reduced, but he still

has the capacity to do more

damage," said one US official

Gen Aideed's supporters in

southern Mogadishu have tried

to whip up feeling against the
UN, the US and Pakistan over

the deaths of 80 Somalis in
street protests.

The food hand-out was sup-

posed to refocus the attention

of Mogadishu’s lm people on
the relief role which brought
the UN to Somalia and to

douse controversy over the
killings of civilians by UN
peacekeepers.

A small amount of food,

guarded by troops from the
United Arab Emirates, was dis-

tributed yesterday to areas on
the green line between the city

and Gen Aideed's fiefdom and
that controlled by his rival, Ali

Mahdi Mohamed.
“It’s very important that we

deliver food to the south. Many
of the displaced haven't
received food for 14 days," said

Mr Mark Mullen, field co-ordin-

ator for UN operations in

Somalia.

Cambodia
‘pact to

share

control’
CAMBODIA'S former
battlefield rivals will jointly
control the powerful army and
police force, under a power-
sharing deal agreed last Fri-

day, a senior government offi-

cial said on yesterday, Reuter
reports from Phnom Penh.
The official said the former

communist government party
and the royalist Funcinpec
opposition, which won the UN-
organised election last month,
would share the key defence
and interior ministries. The
ruling party would surrender
control of foreign affairs and
finance to the royalists, the
official said.

Incumbent Prime Minister

Hun Sen and Fundapec leader
Prince Norodom Ranariddh -

enemies through 13 years of
civil war - agreed to serve as
co-chairmen of an interim gov-

ernment meant to rule for
up to three months while the
new assembly writes a consti-

tution.

The finance ministry is

expected to play an increas-
ingly important role when hun-
dreds of millions of dollars of
foreign aid is pumped into the
war-ravaged economy.

Contract for

Canadians in

Chinese
telecoms
By Bernard Simon In Toronto

NORTHERN Telecom of Toronto expects to
become a leading supplier of telephone
switches and other telecommunications equip-
ment to China, under a deal signed with Chi-
na’s State Planning Commission.

The memorandum of understanding covets
various manufacturing, research and training
projects, including joint ventures for the devel-

opment and manufacture of large-scale circuits
and switching systems.

Northern expects the deal to result in sales

worth “billions of dollars” qver the next few
years- Mr Jean Monty, Northern's chief execu-
tive, said that business flowing from the agree-
ment could become the most extensive In the
company’s history.

The company also regards the agreement as
an effort by the Chinese to broaden their
sources of teiecommnnications equipment and
expertise.

Alcatel of France and Sweden's Ericsson have
so far been the main suppliers to China. AT&T
of the US recently signed a similar deal to the
Northern agreement
A Northern official said yesterday that the

agreement demonstrated “the Chinese are not
only opening their market, but also picking and
choosing their suppliers”.

Northern already has a significant presence
in China. It has installed about 1.6m telephone
lines, and supplied digital switches to several

provinces and municipalities.

Beijing plans

to establish

bond-floating

exim bank
By Tony Walker in Beijing

CHINA'S plans to establish an export-import

bank, so as to promote its growing trading inter-

ests, are well advanced, according to a senior

Chinese official responsible for establishing the

“trade bank.”
Mr Tong Zhiguang, vice-minister of foreign

trade and economic co-operation, said the estab-

lishment of such an institution was “long over-

due". He expected it to open soon.

Among the bank's aims would be to facilitate

exports of capital goods such as electronics and
machinery, which accounted for less than a

quarter of China's exports in 1992. Textiles and
light industrial products form the bulk of Chi-

na's exports.

Mr Tong, who recently returned to China
from visits to Europe and North America to

study exim bank institutions, told the official

Business Weekly that the new bank would pro-

vide import and export credits, export credit

insurance and project financing.

The state, he said, would help finance the

bank, it would be likely to float bonds at home
and abroad. “Our economy is growing very fast,

and this means that the growth rate of our
foreign trade must keep pace." Mr Tong said.

China’s two-way trade reached $165.6bn last

year, with exports of $85bn. It ranked ilth on

the world exporters' table, ahead of Taiwan and
South Korea, and behind Hong Kong.

China, whose exports grew more slowly than
imports in the first quarter, wants to boost

exports of sophisticated value-added goods.

Bombs raise Taking “* vlew-
From the begianiitg, Airbus Industrie's clear

* * __ __ 1 market with mere than no airliae customers, in

^ T1M and the longest range airliner in aviation histon

fear in Egypt
Mark Nicholson analyses a series

of fatal outrages in Cairo

From the beginning, Airbus Industrie's clear vision of the world’s air transport needs has guided its long-term business strategy. The result today is a 30tt share of tfae civil aviation

market with more than 100 airline customers, including most of ttae major flag-carriers. The constantly evolving Airbus family of aircraft, which includes bath the biggest twin-aisle twin

and the lengest range airliner in aviation history, can new felly meet easterners’ range and capacity requirements: a solid base from which to extend oer world view well into the futore.

E gyptians this week-
end digested with anger,

apprehension and confu-
sion the latest in a recent

series of apparently random
terrorist attacks - a bomb that

on Friday killed seven Egyp-
tians and maimed at least 20
others. It seems to mark a

sharp change of tack in the

violent anti-government cam-
paign by Islamic extremists.

The blast, which resounded
across central Cairo like a
thunderclap, was the fourth in

the capital within a month and
brought to 16 dead and 69
injured the number of Egyp-
tian casualties in the latest

attacks. The bomb exploded in

a main street of the poor north-

eastern suburb of Shubra,
where it was certain to inflict

civilian Egyptian casualties.

Like the previous three bombs
since May 21, it had been
packed with nails to cause seri-

ous Injury if not death.

The attack was immediately

condemned by the Moslem
Brotherhood, Egypt's main and
professedly moderate Islamic

grouping, which decried it as

an “ugly crime" in a strongly

worded denunciation yester-

day. It was met with rage by
locals in Shubra, where
impromptu demonstrations

called on the government to

exact bloody revenge on the

terrorists.

The attack appears to have

been a bad own-goal for

Islamic militants and a propa-

ganda coup for the govern-

ment, which had tried to rally

equal indignation over attacks

on tourist targets and security

personnel. These have crippled

the country’s tourism industry

and provoked a sweeping and

brutal security crackdown.

However, the Gamaa al-

Islamiyya, the underground

Islamic militant group which
hgc previously claimed respon-

sibility for attacks on police

and tourist targets, has stayed

sflent over the latest bombings.

A bloody
vendetta-like

war against

the security

forces

Moreover, in previous claims

of responsibility for attacks on

tourist buses or sites, the

Gamaa al-lslamiyya routinely

distanced itself from attacks on

individuals - making an excep-

tion for their bloody vendetta-

like war against the security

forces.

The attacks were on “tour-

ism, not tourists", it said,

emphasising its aim to under-

mine the government by rain-

ing the economy.

This raises puzzling ques-

tions over the aim, and tire per-

petrators, of the latest bomb-

ings, which Include a car bla^t

in a busy street on May 21,

killing seven, and an explosion

in a central Cairo underpass on

May 27 which claimed two

Egyptian lives and injured five

British tourists in a bus which

happened to be passing as the

time-bomb was detonated.

Senior government officials

yesterday, however, were in no
doubt that the Gamaa al-lsla-

miyya was behind the attacks,

and claimed that the random-
ness of these indicated its

increasing desperation. “These
people are in retreat, politi-

cally speaking,” said Mr Mam-
douh BeKagui, state informa-
tion director. “They have lost

political direction”.

Thousands
have been
detained in

a security

crackdown

This, he said, was the result of

the effective decapitation of
the Gamaa by a security crack-

down in which thousands of

suspects have been detained,

dozens shot by security forces

or tried by military courts, and
more than 20 sentenced to

death.

Western diplomats in Cairo

argue that there may be some
truth to the government's
claims, particularly given the

duration, intensity and
strength of the security effort

against the Gamaa. “The latest

attacks could just be a last-

gasp attempt to prove they are

still in business,” one said yes-

terday.

But this analysis offers most
Egyptians limited reassurance.

The latest attacks have been

the bloodiest - and the bombs
used among the most sophisti-

cated - of the extremists’ cam-

paign. Each fresh attack, more-

over, has defiantly followed

fresh rounds of mass deten-

tions of suspected extremists.

Just yesterday, police claimed

to have found and defused

another nail bomb In Assiut

Even the propaganda value

of the latest attacks may prove

of limited political value to the

government, which has gener-

ally enjoyed little sympathy, in

its battle with the Gamaa,
among many Egyptians who
see it as increasingly corrupt,

unresponsive to their material

needs and generally aloof. In a

town prone to rumour and con-

spiracy theory, Cairenes are

already wondering whom the

latest attacks serve better than

the government Itself.

Mr Abdel-Halim Mandour. a

lawyer who has defended

Gamaa suspects In recent tri-

als, said yesterday the latest

bombings ran counter to the

Islamic group's strategy. They

were, he concluded, the work

of “foreign or local parties who
i

aie hostile to the Islamists",

seeking to “justify the random

punishment and death sen-

tences taking place against

them”.

In the end, there appears, for

the moment, to be no other dis-

cernible motive for the bomb-

ing on Friday and its recent

precedents than to heighten a

feeling of apprehension and

fear in the capital. That, who-

ever is responsible, has been

achieved.
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Merchant
cleans up
with orange

peel solvent
By lan Hamflton Fazey

DISCARDED orange peel,

especially from Brazil, has
turned out to have astonishing

powers as an industrial sol-

vent and cleanser. It may
replace one of the chemicals
doing most damage to the

ozone layer, which the world

has agreed to ban by 1995.

The solvent, called Pronator,

cleans substances such as oil

and bitumen from any surface,

including human skin. It is so

safe it can be drunk, bat that

Is not recommended because

although it smells or oranges,

it tastes ghastly.

It is made from a blend of

natural oils squeezed ont of

orange peel. Bulked ont with

inert paraffin, it Is selling at

£2 a litre. Edward BiHington &
Sons, the Liverpool sugar mer-

chant and food company, has

bought the rights to the sol-

vent and has spent more than

£250,000 setting up a plant in

Bootle to make im litres a

month.
The product was developed

by Mr Richard Manbiot, who
said: "This Is a low-tech solu-

tion to a high-tech problem.

EC countries use 113,000

tonnes of 1,1.1-trichloroethane

a year and have agreed to ban

it by 1995 under the Montreal
Protocol because of the dam-
age done to ozone layer after it

evaporates.

Tm a cook rather than a
chemist. I developed Pranatur
by trial and a lot of error until

I got the recipe right Then it

was matter of working ont
how to scale up for mass pro-

duction. It is our trade secret

and we reckon we have a two-

year lead on the rest of the

world."

Trials have found Pronator
is good at cleaning np oil

slicks. It absorbs the oil, form-

ing a solution that floats.

“You then skim or vacuum it

off. If you drag an oil-absorb-

ing polyester cloth across it
you can even cart it all off in

plastic bags and burn it

safely,” said Mr Manbiot
The solvent Is also being

used in hospitals to dissolve

bitumen splashes off the burns
they cause, reducing farther
damage to tissue.

British Coal may close core mines
By Michael Smith

BRITISH COAL expects to

close within a year some of the

19 previously considered

its core pits, fuelling contro-

versy about the industry’s

future and adding to the gov-

ernment's political problems.

The 19 pits were given a

future even last October when

8) per cent of the industry was
earmarked for shutdown. Any
closures would be in

.
addition

to those among 12 collieries

reprieved by the government

in March after a public outcry

over the October plans.

The threat to some of the

core pits came as Mr Arthur

ScargiU, president of the

National Union of Minework-
ers, urged the Trades Union

Congress to call a special 24-

hour strike by all workers In

protest at pit closures and
other job losses.

Last week, British Coal re-

awakened public debate over

the future of the industry

when it set in motion proce-

dures which may lead to the

closure of three of the 12

reprieved pits and indicated

others were at risk.

The threat of closures among
core pits stems from an even

larger decline in the likely

mark-up for coal in the next

few years than was envisaged

in October. This is due to

tighter environmental controls

and the improved efficiency of

nuclear power plants. In addi-

tion, British Coal executives

said that some of the 19 are in

Sharp increase in

home loan arrears
By John WBbnan

THE NUMBER of homeowners
in the UK more than six

mouths in arrears with their

mortgage payments has risen

by a quarter, the most exten-

sive and up-to-date survey of

mortgage debt shows.

The survey, published today

in Roof magazine, shows that

360,100 households were six or
more months behind with their

mortgage payments at the end
of March, up from 290,060 last

year.

The number in short-term

debt is continuing to fall but
one in 12 homeowners is two
or more months in arrears

with mortgage payments.
In spite of the halving of

interest rates since 1991 the
total in arrears of two months
or more rose by 27,000 in the

year to the end of March,
bringing the total to 800,150.

The survey, carried out
annually by Ms Janet Ford of
Loughborough University,
draws on data from 41 lenders

of all types, responsible for 60

per cent of UK loans.

The figures highlight the
trend in arrears from
short-term to long-term debt
The number of households two
months in arrears is at its low-

est for four years, while
arrears of more than a year

have jumped by more than 50

per cent to 156,740.

The growth in the number of

homeowners more than a year
in arrears reflects the success

of the government in persuad-

ing lenders not to repossess

such homes.
Until the launch of the mort-

gage rescue package at the end
of 1991 lenders normally repos-

sessed homes when arrears
exceeded six months.
• The recovery in the bousing
market has slowed considera-

bly since the beginning of May,

sales figures from 15 of the

country's largest housebuilders

show.
The figures compiled by the

Housebuilders Federation
show that net reservations -

sales on which deposits have
been paid, less cancellations -

rose by about 10 per cent
during the First two weeks
of this month compared with

the corresponding weeks
last year. Earlier this

spring, weekly sales were
running 35 per cent higher
than last year.

A slowdown in the housing
market would provide further

evidence of the fragility of con-

sumer confidence. Retail sales,

according to government sta-

tistics. fell slightly in May fol-

lowing a similar decline in
ApriL

danger because of improved
performance among the best of
the 12 reprieved pits. “It would
be difficult to justify dosing

any of the 12 if they were out-

performing what we had previ-

ously considered to be the core

pits," said one executive.

British Coal said It could not

speculate mi the future of the

31 remaining collieries but
executives spoke in private of

the doubts surrounding the 19.

EUtogton, in the northeast
of England, is among the most
vulnerable. A report for the

government this year by John
T Boyd, a US consultancy, said

.

it was one of the least efficient

'

of the 19. Since then, the mine
has fallen short of production

targets.

Problems are greater still for

Hotel profits

rise despite

fall in revenue
By Michael Skapinker

TIGHT COST control enabled

UK hotels to increase their

operating profits by 3.3 per

cent last year, despite a slight

drop in revenues and only a
small increase in occupancy,

according to a survey to be
published this week.

London hotels increased
operating profits by 10.9 per

cent, aided by cuts in adminis-

trative and maintenance costs.

Mr Andrew Duncan, a direc-

tor of leisure consultants Pan-

neQ Kerr Forster, which car-

ried out the survey, said hotels

would have to increase mainte-

nance spending in fidure. to

compensate for cost-cutting

during the recession.

The survey of 229 hotels

found that UK occupancy rose

2.6 per cent to 62 per cent last

year. However, average room
rates fell 4.4 per cent £56£5.

Annual revenue per available

room fell 0.3 per cent to

£24£90. Operating income per

available room rose by 33 per

cent to £7,956. In London, aver-

age revenues per available

room increased 23 per cent to

£33,544. Operating profit per
room was £12,301; average
occupancy rose to 70.4 per cent

from 653 per cent in 1991 and
average room rates fell 53 per

cent to £8032.
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Telecommunications in Central
and Eastern Europe
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The political upheavals in Central Europe and the former Soviet Union have opened up enormous opportunities

for the telecommunications industry. The urgent need to modernise national telecommunications networks has
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three of the 12 pits which Brit-

ish Coal said last week were
experiencing geological prob-

lems. Miners at Rufford In Not-

tinghamshire agreed by a
small majority last Friday to

closure by the end of the year.

British Coal said it was seek-

ing the “best solution” at
MarWiam, in Derbyshire, after

miners there decided on Satur-

day against taking a vote an
closure. Pitmen at SUverdale,

to Staffordshire, are expected

to meet this week to decide

their Hue.

Whatever their decision, few
British Coal executives expect
Markham or Sflverdale to be
open by the end of the year.

Faced with a declining market,

miners will be tempted by
enhanced redundancy terms on

off® until December 31, execu-

tives said.

For similar reasons miners

at other pits among the 12

reprieved way also vote for clo-

sure before the year end. For

the remainder of the industry,

the crunch date is April 1 next

year. From then electricity

generators will buy only 30m

tonnes of coal per year under
printing contracts, against 40m

for the current year.

With open cast providing

about 10m tonnes a year, Brit-

ish Coal will need only 20m
tonnes for the electricity sup-

ply industry from the deep
mined pits. With productivity
improving at 30 per cent a year

it will be able to get that from

for less than the 19 pits, let

alone all 3L

Nuclear review likely

to focus on cost issues
• MMIW 'll

By David UnceOes

THE government’s promised

review of the nuclear power

industry, scheduled for Mer

this year, is likely to

narrow set of o*«5JE“3
rather than broad questions or

wierev policy. This is contrary

of aie intaW
which believes that a wide-

ranging review would be more

likely to result in a go-ahead

for more N-statxons.

The review is crucial to tne

prospects for nuclear power in

the UK. At the moment only

one N-statioc, Sizewell B, is

befog built ..

Ministers are still consider-

ing terms of reference, which

they hope to announce before

the parliamentary. recess in

late July- But the tfJglcatKms

that they

SLry policy reedvaia thor

pairing du™*
tor's coal crisis

;
r

:

A narrow review would focus .-

on the economics ^
nuriear

power, particularly

Sects for financing N-stetira

from the private ^ctorrat'

eventually. P^vatisitof^.-

state-owned nuclear

Nuclear Electric and Scottish

N
^i^ndustry fears that sock

a review might conefade that

nuclear power cannot attract

private sector finance for the

next stage of its developnw*

and that plans Tor new Nota-

tions should be put on iwa. .

:

Gary Mead reports on turmoil in the world of international|_chess

Chessmen look for rich takings

Type of Business, HA

B y the end of this year
there will be at least

two rival claimants for

the title of world chess cham-
pion, as chess - like golf, ten-

nis and snooker - enters the
marketplace.

The next few months will see
considerable turmoil, described

by Leonard Barden, the FT
chess correspondent, as an
“intellectual Bosnia”.

The upheaval dates back at

least to November, when two
old stars of the chess world,

Bobby Fischer and Boris Spas-

sky played a match under odd
circumstances in the former
Yugoslavia for a purse of 35m,
sponsored by Yugoslav banker
Mr Jezdimir V&sDjevic.

The match did not produce
sparkling chess but it did bring
mega-bucks to a game where
big purses are tmusuaL Fischer

won and took $3^5m. The
did not have the hack-

ing of FIDE, the world chess

federation, which has 149 affili-

ated member nations.

Spassky's international rat-

ing was equal 96th and Fischer

had been a virtual recluse for

20 years. If they could com-
mand SSm. it seemed that the

upcoming match between the

first British contender for

years playing in his home
country against the world’s No
1 could force the stakes higher.

So to February, Garry Kaspa-
rov, the Armenian ranked 1st

by FIDE, and Nigel Short, his

challenger, were disappointed

when FIDE accepted Manches-
ter’s £l-2m bid to stage the
world championship.
They rejected the bid and set

up the Professional Chess
Association to rival FIDE.
They are still the only two

professional chess-playing
members of the PCA, which
which has signed a deal with

The Times newspaper for a
purse of £1.7m - £lm to the
winner, £700,000 to the loser -
for the two to play a 24-game
match in London from Septem-
ber?.
Last week FIDE responded

by stripping both Kasparov
and Short of their 1st and 8th

world ratings respectively. It

announced that newly 1st-

ranked Anatoly Karpov - deci-

sively beaten by both Short
and Kasparov in the past year
- and Jan Timman, ranked
34th, beaten by Short to qualify

for his rrwteh against Kaspa-

Prime mover: Britan Nigel Short is a co-founder ofthe breakaway Professional Ghess Association^— -

rov, would contest the official

world chess championship.
FIDE further announced it

would put up £800,000 of the

£l-8m purse for the Thnman-
Karpov match, to be staged
half to Oman and half in the

Netherlands, at the same time
as the Short-Kasparov match.
The PCA showed its determi-

nation to ignore FIDE by
announcing qualifying
matches for its version of the

world championship, promis-
ing a prize fond of $200,000 and
to unify the men’s and wom-
en’s world titles.

Fifty of the world's leading

players “will be invited to com-
pete” at Groningen, the
Netherlands, in December —
one month before FIDE plans
to host Its own world champi-
onship qualifying round, also

to the Netherlands.
Mr Stewart Reuben, a direc-

tor of the British Chess Federa-

tion, does not support the PCA,
but be reflects a growing view
to the chess world that FIDE
may have overplayed its hand
by removing its ratings from
Kasparov and Short

“I regard FIDE's action as
absolutely disgraceful and per-

haps a restraint of trade, since

without FIDE ratings who
knows how good any interna-

tional chess player really is?

But I don't see the PCA lasting

and in a way that is both my
fear, for Kasparov and Short
personally, and my hope, for

the game overall"

M r Raymond Keene,
the veteran British
chess player closely

associated with setting up the
PCA, said FIDE had behaved
illegally by stripping Kasparov
and Short of their ratings.

If they make a better livtaft.

neither Short nor Kasparov,
may feel too unhappy oboist'

that. And the marketing
industry has got in oh the

act
"

Daily tickets to watch the 24

games at the Savoy Hotel
which can seat about 1,100, will

cost between £45 and £150.

Telechess World Productions
has worldwide television mar-
keting rights. In the UK, Chan-
nel 4 will run 60 hours of the
match.

Teleworld Holdings plans to
run premium-cost telephone
lines on which callers can pre-

dict moves, the person calling

the highest number of cuuect
moves will win £1,000 per
game.
FIDE will survive, and so too

perhaps will the PCA; but
chess will never be quite the
same again.

Invest in your evenings
Invest in your career
L^ndoaBusmeK School’s new pait-tiine masters degreeprommme in finance starts in October
1993. It builds on two well established and successful finance evening programmes (theCorporate Finance and Investment Management Programmes) that the School has offered for
twenty years.

cu

The MSc to finance will have a vocational bias and be practically based It will lead to theaward of the University of London MSc degree, and can be completed in two years of narr-nme study, mosdy in the evenings. 3

cours®s
.

in“ ^counting and analysis, corporate finance and capitalmarkets. In addition, parnapante can.chore: from a wide ranee of elective courses, pIusminternational finanaaTcmtre fold project. The programme is flexibly designed ro^ow^i-
BSS.’SESSSSUE'1” “ ^

u

as stand alone executive programmes for those who do not wish to enrol for the l^deaS?
AU three programmes are derigned for experienced managers and finance profession^ toindustry, commerce or the Gty, who require an in-depth knowiedze and

“
standing of investment and financing decisions.

ge and “trough under-

We expea to launch a one year full-time masters degree programme c
inforn,!,tion abou^ •«*bi«.Si22

,

S*

Please attach 4 business card or wrire in block capitals to: Janet Dobson, London Busnera
Telephone: (071) 262 5050; Fax: (071) 724 3317

Please send details for I I MSc part-time i

I I MSc fnlktime I

lmr/ms) mgr name:

I Corporate finance Evening Programme

NW1 4SA.
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NORDIC BANKING AND FINANCE
The worst may be over in the crisis

which has swept over the region’s

financial institutions in the past two
years. But it will be at least another

two years before the banks recover
from the loan losses that plague them,
writes Hugh Camegy, Nordic Editor

Calmer but not
yet prospering
THE fearsome storm in tbe
Nordic financial system, which
crashed over Norway at the
turn of the decade and went on
to engulf Sweden and Finland
last year, has left in its wake a
wretched trail of banks with no
capital, banks with crippling
burdens of bad loans and
banks which have collapsed
into the arms of reluctant but
incumbent governments.
The crisis has cost taxpayers

billions of dollars, exacerbated
tbe problems of governments
otherwise trying to lessen the

state’s role in the economy
and, not least, disrupted the
smooth operation of financial

institutions just as the Nordic
countries are struggling to

emerge from what is far some
the deepest recession since the
1330s.

As 1993 progresses, there are

signs that the worst may be
over, most hanks in the region

have shown improved under-
lying performance in their first

quarter results and some a
reduction in their loan losses; a
trend of failing interest rates

and an uptick in economic
growth next year has fuelled a
recovery in hank stocks still

traded publicly; Kansallis-

Osake-Pankki, Finland’s top
bank, has successfully
launched a Si70m share issue

to help rebuild Its capital base;

the first, albeit tentative,

moves towards reprivatisation

of nationalised banks .have

Monday June 21 1993

•• AVv&l

been made in Sweden and
Norway.

But an atmosphere of
nervous caution still prevails,

with many in the industry
worried that further squalls
may yet bufTet the banks.
Economic recovery will be
fragile. With tbe hanks highly

susceptible to any reversal of
the downward, trend in interest

rates. With unemployment at

post-war highs - the rate is 17
per cent in Finland - there are
worries over increasing
defaults in the personal sector.

Already it is clear that losses

will dominate the banking sec-

tor again in 1993 and a return
to profit in 1994 is far from
certain for many of the
region’s top banks.

“Uncertainty with regard to

developments during the rest

of the year must be considered

great," Mr Bj6m Svedberg, the

chief executive of Skandina-
viska Enskilda Banken, Swe-
den's leading commercial
bank, warned shareholders
after he issued encouraging
first quarter figures.

“Lending losses as well as

the volume of problem loans

remain on a very high level.

Experience shows that it is

extremely difficult to draw
conclusions concerning the
outcome of the whole year on
the basis of tbe figures for the

first few months. Besides,

there is, substantial uncer-

The Bank of Finland: every bank in the country has received state support since the loss of trade with the Soviet Union precipitated an economic reverse

tainty about the general busi-

ness climate and the economy
as a whole.”

it is bard to overstate the

scale of the Nordic banking
crisis. Of the region's major
banks, only tbe better-capital-

ised Danish banks and
Sweden's Handelsbanken have
avoided state aid. although
they too have suffered losses.

Tbe insurance sector was also

dragged down, with its

problems compounded by tbe
collapse of Norway's Uni
Storebrand and Denmark's
Hafnia following their abortive

attempt to take over Sweden's
Skandia.

The full impact was first felt

In Norway, where combined
net losses of NKrl6bn in 1991

saw the country's top three

banks. Den norske Bank,
Christiania Bank and Fokus
Bank, rescued from insolvency

by the state. Den norske Bank
is now 70 per cent state-owned,

the other two wholly state-

owned.
Last year, it was the turn of

Sweden and Finland. In Swe-
den, two of the top four banks,
Gotabanken and Nordbanken.

had to be bailed out and taken
over completely by tbe govern-

ment S-E-Banken was forced

to request state aid, and, at

time of writing, is still

negotiating a package to
ensure that it does not fall

below international capital

adequacy levels.

In Finland, every hank has

received some state support
and two, Skopbank and the
Savings Bank of Finland, have
been nationalised.

To date, tbe authorities in

the three countries have
together put up more than
$21bn in capital injections,

loans and guarantees to
support the banks and the
figure is set to rise signif-

icantly. Total write-offs and
problem loans across the
region were around $15bn last

year.

The causes of the crisis var-

ied from country to country. In

Norway, a slump in oil prices

jolted the system; in Finland,

the loss of trade with the
Soviet Union precipitated a
huge economic reverse which

sucked in the banks; in Swe-
den, a spate of property lend-

ing in the late 1980s backfired

spectacularly when property

prices in Sweden and the UK
collapsed.

The common factor, how-
ever, was rapid deregulation of

credit and foreign exchange
controls in the 19B0s. These
combined with an economic
boom, tax breaks on borrowing
and interest rates typically lag-

ging collateral asset value
growth to lead the banks into

what can now clearly be seen

vative," said a senior executive

at Norway’s Christiania Bank.

"It's not so good for our cus-

tomers, but we are happier to

take the risk of losing a cus-

tomer than make a hasty deci-

sion."

However, the real burden of

clearing up the mess has been
taken on by governments.
Faced with the potential
collapse of their banking
systems, the authorities in
Sweden, Finland and Norway

ensuring competitive
neutrality.

The Danish authorities,

unlike their neighbours to the

north, have held back from
providing blanket deposit guar-

antees or specific support to

their banks. “This is deliber-

ate." says Mr Eigil Molgaard,

director general of the Danish
Financial Supervisory Author-
ity. “It has been done to pre-

vent private banks from specu-

lating in government support,

to avoid competitive distor-

tions and of course to prevent
what are in reality the unlim-

ited drawings ou the govern-

ment's budget funds which we
have seen in the other coun-
tries."

Certainly, the other coun-
tries are now embroiled in an
expensive tangle of support
and ownership which will take

years to unscramble. In Nor-
way and Finland, government
funds were set up with the ini-

tial intention to restructure
what were officially regarded
as overbanked systems
through mergers and other
rationalisation measures. But
these have stumbled. Their
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to have been reckless lending argued that they had little

on a grand scale.

In the aftermath, it is not

surprising that bank manage-
ments have reacted by institu-

ting much tougher credit con-

trol policies. Scrutiny of
lending has typically been cen-

tralised and tightened through
mechanisms such as senior

credit approval committees.
“We have become very conser-

choice but to step in to ensure
the continued operation of
their countries' payments
systems and to reassure
international creditors.

This has not only cost lots of

taxpayers' money. It has raised

difficult questions about the
process of restructuring the
banks to position them for

eventual reprivatisation while

respective governments have
for the moment shelved any
action while they await recom-
mendations commissioned
from International banking
consultants.

In Sweden, the preferred
route has been to treat each

bank on a case-by-case basis

through the newly-created
Bank Support Authority.
Stockholm has also adopted
the course, in tbe case of Gota-

banken and Nordbanken, of
extracting their bad assets into

so-called “bad banks" which
will remain in state hands
while the laundered parent

banks are sold off. One notable
consequence of this is that the

state is set to become a large-

scale holder of commercial
property, and is likely to

remain so for a decade or
more.
Mrs Anne Wibble. the

finance minister, accepts that

such action by a market-orien-

tated government is painful,

but she says it has been
unavoidable. Aid for the banks,
including S-E-Banken. is being
constructed so as not “unduly
to create unfairness" to still

independent Handelsbanken,
sbe says. Nevertheless, Nord-
banken's bounce back to profit

after being freed of no less

than SKr67bn in bad assets is a
hard pill for rival Handelsban-
ken to swallow.
But Mrs Wibble says her

main concern now is to avoid

“a credit crunch" by putting a
further squeeze on the ailing
hanks which could damage the

prospects of a return to growth
next year after’ three succes-

sive years of shrinkage in the •

economy.
As the governments wrestle

with the long process of put-

ting their banking systems
back on their feet, there is one
remedy none is reaching for
re-regulation of the financial

system. It Is universally

accepted that it was not the

lifting of controls which caused
the crisis, but the way the
banks behaved in a deregu-
lated environment. Besides, re-

regulation is not an option as

long as Finland, Norway and
Sweden continue to seek mem-
bership by 1995 or the Euro-

pean Community, with whose
banking regime they will have
to conform.



8 FINANCIAL TIMES MONDAY JUNE 21 1993

NORDIC BANKING AND FINANCE
FOR NORDIC governments
straggling with, the aftermath
of the banking sector crisis,

the chief immediate issues
remain those of restructuring
and restoring profitability. But
already Sweden and Norway
have made the first moves
towards reprivatising banks
that have been taken over in
the past two years.

With the exception of Den-
mark, where state aid has not
been required, na*inTMH«*Hrtn

has been an inevitable conse-
quence of government commit-
ments to prevent any defaults

in their hanking systems and
to maintain creditor confi-
dence. not least among Interna-

tional investors.

The extent of state interven-

tion in the individual countries
and the prospects for repriva-

tisation are as follows:

SWEDEN: To date, the gov-
ernment has put up SKr74bn
(£6.6bn) in cash, loans and
guarantees to keep banks
afloat. It has set up the Rank
Support Authority to flriminis-

ter state support and, where
necessary, to acquire and
administer hank shares. The
authority will dispose of the
shares "when it is commer-
cially appropriate’*.

So for, the state has taken

Aftermath of the banking crisis Key ratios f groups (1992

}

Back to the private sector
;r.. * ; f

over Nordbanken and Gotaban-

ken. It is still reviewing the

extent of state aid required by
Skandinavlska Enskilda
Bantam, the country’s leading

commercial bank, Swedbank, a
newly-created conglomerate of

savings banks known locally

as Sparbanhen, and Fflrenlngs-

banken. a co-operative bank.
Decisions on these are not
expected until the autumn.

Meanwhile, the process of

reprivatisation is under way at
Gotahanhen, which so for has
received SErlOtm in state guar-

antees, most of which has teen
drawn down. A memo to Inves-

tors was circulated in April to

around 20 potential foreign and
domestic investors, according
to the government. The bank,

which showed operating losses

of SKr2.4bn in 1992, could be
sold by early next year.

Before then, a decision will

be taken on how much of Gota-
banken's portfolio of SKrtObn
of problem loans will be taken
out and placed in a eocalled

"bad bank” which will remain
under government control.

Decisions win also be made on
whether to split up the remain-

der of the bank, or to sell it in

one piece.

The authority has already
dumped bad' loans worth
SKr67bn out of Nordbanken

Nationalisation became
inevitable after

government pledges to

prevent banking defaults

and maintain confidence

into state-run Securum, a “bad
hank" whose assets wilL gradu-

ally be liquidated. This enabled
Nordbanken to show a profit in

the first quarter, after losses in

1992 of-SKriebu. But Nordban-
ken, which has swallowed
SKrS6bn in state support, is

not set to be sold off until 1994

at the earliest to allow time for

it to reestablish its longterm
stability.

NORWAY: State support for

the banka has cost NKr271m
(£2.6bn) to date in what has
been a Virtual natinnaHsaHnn

of the system. The biggest

bank. Den norske Bank, is 70
per cent owned by the govern-

ment; Christiania Bank and
Fokus Bank, the second and
third biggest banks, are all text

100 per cent state-owned. A
smaller commercial bank,
Oslobanken, is in the process

of being wound up by the gov-

ernment.

The state's involvement is

administered mainly through
two institutions, the Bank
Insurance Fund and the Bank
Investment Fund, run through
the Bank of Norway. The latter

is the main for the

exercise of the state’s share
ownership (although, confus-

ing^, Fokus Bank is owned by
the insurance fund). The for-

mer has provided aid in the
form of cash, loans and guar-

antees.

The Labour government has

qijjd it intends to laimrii a Tmv
ited offer of shares in Christi-

ania Bank later this year to

test the market for reprivatisa-

tion following improved perfor-

mance this year both in the
anil in tfop nermrany as ft

whole. But its longterm po&cy
an privatisation Is vague. Cen-
tral bank Hank
officials believe that Labour
intends holding an to strategic

bank shareholdings, at least to

block foreign takeovers.

FINLAND: The state has so
for spent FM38bn (&L5bn) on
bailing out the country’s
banks. A government estimate
at the end of 1992 predicted
that another FM30bn would be
required before the crisis is

resdved, although parliament

has so for only approved an
additional FMZObn.
Tbe Government Guarantee

Fund, set up to handle the
bank crisis, has taken over the

two main players in the
savings bank sector, SkopbanK
and the Savings Bank of Fin-

Bank Swwfteh, khutor (ml

' Income/

ratio*

Return
on

equity (%)

Expenses/
total

assets*

SWEDEN
Handetebankan W?.'. JL3

' -3 1.4%

S-E-Banken. 1.7 -id 1.6%

Norcbanfcen - .0*048* >•:
,

1.5 -65 2.1%

Gotabanken. v S i v 08 -173 2S%
' DENMARK r v.

Den DanskS'Banto 1UQSB • - 1.3

_

-4 2.1%

Unktenmark •-> 1.3 -18 3.1%
Sikuben -. *1,2473 1.2 -13 3.1%

FINLAND
Unites

f

<3,636* 12 -19 22%
KOP (4£21) 1J2 -29 23%

NORWAY
Den norske Bank 0.143) 13 .

-24 3.0%
Christiania Bank (1.261) 15 -46 23%
Fokus Bank (433) 1.1 -30 4.4%

• Before cradtjossw

land. The state has also
extended support at least in
the form of preferred capital to

all the hanks, including Kan-
sallis-Osake-Pankld, the lead-

ing commercial bank
After a number of aborted

attempts to force mergers to

rationalise the system, the gov-

ernment has now commis-
. stoned Merrill lynch of the US
to recommend a course of

action for rationalisation and
evesdxial privatisation. But this

is not expected until the

qntnwin S3J it is

too early to say how long it

will be before the state bank
shareholdings be sold oft

Hugh Camegy

MANY DIFFERENT factors
contributed to the slew of
banking losses across the Nor-
dic region and prescriptions
vary bum country to country
on the way to get out or the
mess. But at least one feature
- a recovery from general eco-

nomic stagnation and reces-

sion - Is regarded by all as a
key condition for a return to

health in the banking sector.

Overall, the outlook is

improving after three years in

which the economies of Fin-
land and Sweden have shrunk
and those of Denmark ana
Norway have done little better

titan stand 8tDL But the return
to growth is likely to be pain-

folly slow, offering little more
than a modest Oft to the con-

valescent financial institu-

tions.

The brightest forecasts come
from Copenhagen and Oslo.

The Danish government
revised its estimates for GDP
growth to l per cent this year
and 3.1 per cent in 1994 when
it announced a package of tax
reforms after the electorate’s

approval of the European
Community’s Maastricht
Treaty in a second referendum
last month. Latest OECD fig-

ures predict growth in Norway
Oris year of 1.3 per emit, rising

How the banking sector is expected to recover its health

Return to growth likely to be slow
to &8 per cent next year.

In Finland and Sweden, how-
ever, progress is set to be
much slower. Finland, where
the economy contracted by
almost 10 per cent over the

course of 1991 and 1992, is

expected to shrink by up to

The brightest forecasts

come from Copenhagen
and Oslo. In Finland and
Sweden, progress is set

to be much slower

another 1 per cent this year
before limping back to mar-
ginal growth in 1994. For Swe-
den, tiie picture is not much
less depressing, given the
country’s long record as the

industrial and manufacturing
powerhouse of the region. This

year GDP Is set to decline by
1.7 per cent for the third year
in succession: next year, there

should he a return to growth,

but only of between 15 and 2

per cent, according to most
predictions.

The most pressing political

problem that the recession has
produced for the region's gov-

ernments is unemployment,
which has soared as high as 17
par cent of the workforce in

Finland. In Denmark It is

around 12 per cent, as it is in
Sweden when those on govern-
ment retraining schemes are

counted in.

Even Norway, bolstered by
its flow of oil revalues, has an
official jobless rate of 5.6 per
cent, and a real rate several

points higher when those on
retraining schemes are
included. The acute rates of
unemployment among young
people - which can be as high
as 30 per cent - are particu-

larly worrying.
The Social Democratie-led

government in Denmark, with
a current account surplus and
a low budget deficit, has opted
for some expansionary policies

to "break foe curve of rising

unemployment”. But foe. other

countries have less room to

manoeuvre.
Norway, again with the rela-

tive luxury of oil revenues,

has adopted an expansive fis-

cal policy since 1968 to try to

control unemployment But
the minority Labour govern-

ment in Oslo is under pressure

from the Bank of Norway to

tighten spending as the nan-oil

budget deficit has approached

9 per emit of GDP. The deficit

in Finland is of similar propor-

tions. while in Sweden it is

even higher, at 13 per cent of

GDP.
The conservative-led coali-

tion in Stockholm bas
announced a tough series of
spending cuts to strengthen
the budget by SKrtlbn over

five years, but that will bring

tiie budget deficit only down
to 4 per cent of GDP by 1998.

From the banks’ perspective,

however, there has been a very

significant improvement in

conditions in recent months in

Almost half of Sweden
chooses to bank with

Swedbank.
Unlike any other branch network, ours reaches

across the length and breadth of Sweden. Just

part of the reason why our customer base is

the largest In the country.

Every day we collect fresh Information about

the Swedish economy from each local bank.

In this way, our size allows us to know the

country and its people better than any other

bank. It also enables us to make better

business decisions, which in turn mean even
more valuable service for our customers.

Swedbank's activities in Sweden are enhanced
further by several offices around the world.

They give us an essential global perspective

which we combine with our formidable local

banking expertise.

The ingredients which make us the first choice

at home also make us the ideal partner for

foreign investors wanting to do business in

Sweden.

Please contact us for further information:

Telephone +46 8 22 23 20
Telefax +46 8 11 90 13

S-105 34 Stockholm

*4^ SWEDBANK
The Swedish Bank

the form of faffing Interest

rates, the effects of which
should continue to be frit by
them through this year and
into 1994.

The Nordic countries were
all embroiled in the currency
tnrimlence that swept western
Europe last autumn. Denmark,
a core member of the
Exchange Rate Mechanism of

the European Monetary Sys-
tem, successfully defended, the

Danish kroner’s parity. Nor-
way, Sweden and Finland, aQ

.

aligned with the EBM in antic-

ipation of eventual EC mem-
bership, tried to do the same,
hut were eventually forced by
shear weight of speculative
movements to their cur-

rencies.

As a result, interest rates,

which had been held at
extraordinary heights in tiie

heat of the battle against

devaluation, have to
Sweden, Finland and Norway.
The key marginal rate in Swe-
den has dropped from 12£ par
cent at the time of the flota-

tion to November, to 8.75 per
cent in early Jane. In Den-
mark, too, interest rates have
fallen back closer to German
rates since the May referen-

dum following the removal of

uncertainty over the country's
wMnulluwtit to the EC.
With inflation weQ below 5

per cent in all four countries,

the foil to Interest rates bas
gtowHiffnHy eased oondttkms
for the banka in their battle to

contain loan, losses and to
build new, secure lending
business.

For the longer term, the gov-

ernments of Finland, Norway
and Swedm have applied to

join the EC and aim to do so to

1995. The strategy is broadly

welcomed by the finanefa] and
business communities in the
region. But opinion polls show

.
strong public opposition, espe-

cially to Norway. With refer*

endnms due on the issue in

each country ova- the next 18
imintiw, any sign font mem-

bership may be rejected will

fafiect an unwelcome element
of uncertainty into their econ-

omies, just as they should be
consolidating a gradual recov-

ery.

Hugh Camegy

Profile: KANSALLIS-OSAKE-PANKKI

Shareholders show support
WHEN Mr Pertti VoutQainen
took over as chief executive of
franBaltijunaake-Panklri last

year, his move from a
state-owned mining group to

the private sector banking
world prompted a student
to ask what qualified' him

*

for the job, writes Christopher

Brown-Homes.
"My experience of running

state-owned companies,” he
levied.
The joke, which reflected on

a growing state role in tiie res-

cue of Finland's beleaguered
banking sector, could easily

have gone sour as the coun-
try’s leading commercial bank
turned out to be to much
worse shape than be expected
when he first arrived.

In 1992 it piled up a FM3.7bn
deficit, more than double 1991’s

FMl.eibn loss, after lending
losses tripled to FMA27bn from
FML34bn- In August it availed
itself ofa FML73bn injection of

preference capital from the
government and by the «»nrt of
thn year it looked a clear can-
didate for a more extensive
state bafl-out

Since then, th*mgh. things
have started to look up. Lasses
have begun to show a declin-

ing trend, thanks to the steep

fall to Finnish interest rates

since last autumn. Just as
importantly, the bank has suc-

cessfully raised FMlbn
through a rights issue, demon-
strating strong shareholder
support for its efforts to solve

its problems on its own and
reducing the likelihood that it

will need to ask for state assis-

tance.

The decisive move came in

February when EOF
announced plans to raise some
FMSbn tbrough a rights issue
arid domestic and International

debt issues. It was the first

bank to the region to ask
shareholders to help it to
weather the financial crisis

and there was widespread scep-
ticism about its chances of sno-

cess given the broader difficul-

ties within Finnish banking.
In fact, SOP not only raised

the FM930m it was originally

seeking, but it marginally

increased the size of the issue

to FMlbn because of
oversubscription. Part of the
reason for its success was the
almost-mlssionary zeal with
which it appealed to small
shareholders across tiie land to
"save" the bank from state
clutrtigfi

.

Another important factor

was the bank’s increasingly

optimistic tone about its reoov-

the market can digest it

The Finnish banking 1 crisis

’has taken its toll on EOP to a
number of ways, tt has forced

rationalisation, with staff num-
bers bring cut last year by 8
per cent to 8500. It has also led

'to a'mare focused international

strategy, with the emphasis
now on treasury operations

and the funding of domestic
charts abroad. Gone are the

The almost-mlssionary zeal with which..II appealed
to small shareholders across the land to “save”

the bank from state dutches

ay prospects. Mr Voutilairran

says he expects the bank's loss

for 1993 to halve to about
FMSbn, an the back of lower
credit losses, with a return to

profit by 1995.

There has been some scepti-

cism about these projections,

with same analysts predicting
that the hank could still tw^Itp

a loss of FMft&5bn this year.

They draw attention to the
depressed state of tiie domestic
economy and say credit losses

from aman and medium-sized
businesses will still be huge.
Furthermore, loan losses to the

municipal and household sec-

tors are rising.

Mr Vootflalnen cautions that

foe bank’s recovery hinges cm
wider economic recovery. “The
bank is sick because the econ-
omy of our country is aick,” he

days when the group would
readily build up a FM200m
exposure to an international
property group such as Olym-
pia A York.

'

Inevitably tire focus is much
more an the domestic market,
where EOP Is playing its part
in the wider reshaping of the
banking sector. Already this

year tt has taken a rigrriffomt

step with a takeover of the

country’s sixth-largest hank
,

STS, to a move which has
boosted its presence in the

household sector and in the
Helsinki region.

It has also held discussions'

with the state authorities
about a takeover of the two
savings bank groups, Skop-
bank and the Savings Bank of

Finland.

Such a move would give it a
theoretical market dime of 40
per cent and has been resisted

by the bank’s competitors. In

any case, Merrill Lynch has
now been called in to examine
all options for the future of the

two grottos, so the talks with
EOP are on (he back burner.

Mr VoutilainBn says further

restructuring to the banking
sector is inevitable to a coun-
try which is “over-branched if

not overbanked.” Of the main
banks which today command a
nationwide network - EOP,
Unttas, Postipankki, Okobank
and the savings banks -he
behaves at least one and possi-

bly two will disappear.

He also accepts that .the

bank needs to raise more capi-

tal to strengthen its capital

base, as losses continue to
erode its 9 per cent interna-

tional capital adequacy ratio.

The plan is to raise about
FM2bn this year and next
through a series of domestic
and international debt issues.

A bond issue to the domestic
market to raise FMSOQm has
already been launched arid it is

expected to be supplemented
by issues for a further
FM500m-FMlbn later m the

UNION BANK
OF NORWAY

The third largest bank in Norway.

Financial information

1. quarter 1993

to addition, analysts behove
the kmk may larinrii another

rights issue when it believes
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Bj8m Svedberg: has some bargaining chips In tits hands

AT THE handsome but
somewhat staid head office or

Skandinaviska Enskllda
Benken, close to Stockholm’s
waterfront, Mr BjOrn Svedberg,
its president and chief execu-
tive, wears an appropriately
stem expression when discuss-
ing the catastrophic losses

incurred last year by Sweden’s
leading commercial bank.
He sticks firmly to the line

he has held, ever since the
bank’s relatively encouraging
first quarter results, that it is

too early to say that S-E-

Banken is out of the woods. He
will not comment, in the midst
of highly sensitive negotia-
tions, on the extent of state aid

he is seeking under the bank's
application for government
support filed last February.
But he will allow this com-

ment “The earnings capacity
of the bank is pretty good. The
dominant problem is the credit

losses. Once we get out of dm
credit losses, l see us develop-
ing as a healthy bank.”

The big question Is how S-E-

Banken will extract itself from
its gargantuan loan losses, and
how long it will take. Last
year, the bank plunged to a
SKr5.4bn (about £S00m) operat-

ing loss after lending losses -

mainly tied to the collapsing

property sector - of SKrllbn.
The total portfolio of non-per-

forming loans spiralled to

S-E-Banken’s president talks to Hugh Camegy

New broom tackles losses
almost SKr29bn, or S per cent

of all outstanding loans.

Faced with the threat of fell-

ing below the internationally-

decreed capital adequacy ratio

of 8 per cent. S-E-Banken
applied for state support The
government responded favour-

ably, saying It would keep the

bank solvent
But no conclusion has yet

been reached on how much - if

any - direct aid the bank
requires. Last week the two
sides issued a joint statement
saying the first step towards
recapitalising S-E-Banken
should be a call on Its share-

holders, via a share issue yet

to be detailed A decision on
state support was put off until

the autumn.
The negotiations have been

complicated by signs of
improvement in S-E-Banken's
plight. In the first quarter, its

operating loss was cut by 55

per cent as Interest earnings

rose sharply and the portfolio

of non-performing loans
shrank slightly. Falling inter-

est rates have come as a wel-

come fillip and stock market

speculation that the worst is

over has sent S-E-Banken's
share price racing upwards
from a low of around SKrT In

April to almost SKr40.
As Mr Svedberg pointedly

remarks, S-E-Banken has not

fallen below the capital ade-

quacy “red line". But equally
pointedly, the bank has not
withdrawn its application Tor

aid. Clearly, with loan losses

set to pin the bank in deficit

again this year and perhaps
even 1994, S-E-Banken would
like some latitude to help it

deal with its bad assets. The
government has set a prece-

dent in its assumption of tens

of billions of kroner of bad
loans held by state-owned
Nordbankea and Gotabahken.
Mr Svedberg has some bar-

gaining chips in his hands. The
government Is anxious to

ensure the banks are not
forced by their predicament to

squeeze new credits just as the

recession-struck economy is

set to resume a slow growth
path. It is under strong pres-

sure politically not to give S-E-

Banken help without getting

NORWAY’S finance ministry
intends to float a limited num-
ber of shares In Christiania
Bank (CBK) in the autumn.
The object of the exercise is

to test the market to establish
an indicative price level for

CBK's shares »hp«d of gradual
reprivatisation from 1994
when a limited number of
shares are expected to be
listed on the Oslo bourse.

CBK's share capital has been
wiped out by heavy losses -

last year it bad a negative
return on equity of 98.3 per
cent and a negative net return

on assets of 1.1 per cent.

As a result, the state was
forced to recapitalise the bank
with NKrL9bn in core capital
- of which NKrlbn was new
share capital and NKr900m a
subordinated convertible loan.

In 1991, the state pumped
NKr6.94bn into CBK while the

guarantee fund of the
commercial banks injected

NKr920m. However, senior
CBK executives have warned
the government not to proceed

with plans for reprivatisation

without first spelling out its

long-term strategy for state
ownership.of the banks.

CBK set for gradual reprivatisation

Bank will test the market
Mr Sigbjoern Johnsen,

finance minister, has stated
publicly that the state intends

to remain a long-term owner
of the banks - and that he Is

planning farther capacity cuts
in the bank sector.

"We would like to stress It

would be a big advantage, if

not a necessity, for the
government to make clear
what it intends to do with its

stake in die hanks before tt

starts selling off shares,”

senior CBK executives said

recently.

Improved flrst-qnarter
results, lower interest rates

and a surge in demand for the

few remaining, bank shares
traded on the Oslo bourse and
in CBK’s limited number of
privately-held shares have
encouraged the government to

move on reprivatisation.

. On . the Oslo,. bourse, the
bank sub-index this year until

the first week of June had
increased by 88.84 per cent By
comparison, in the first quar-
ter this year Oslo’s all-share

index rose by 20 per cent,

while CBK’s portfolio of listed

shares increased in value by
24 per cent. But CBK bank
executives believe reprivatisa-

tion may be premature and

KAREN FOSSU on the

problems of Norway’s

second biggest bank

that die minority Labour gov-

ernment does not intend folly

to relinquish control of the
banks — and that this should
be made clear to investors.

UK-based Davis Interna-

tional Banking Consultants
said in a study of Norwegian
hank capacity: “We believe
that any future investors in

Norwegian banks are going to

demand a considerable cush-

ion of surplus equity in order

to protect them against
unforeseen risks.”

CBK’s shareholders, like

those of Den norske Bank and
Fokus Bank, were forced to

accept that a big portion of the

bank's share capital had been
wiped out and that the value
of their shares had been writ-

ten down to zero. This was
despite CBK's efforts to win
government support for main-

taining a symbolic value of the

shares. CBK says It now faces

the twin tasks of boosting new
loan volume while reducing

die volume of non-performing

loons. “We need good loans to

enhance growth and we need
to reduce non-performing
loans,” senior executives say.

The bank has been through
a big consolidation process: in

the past two years it has
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reduced staff by 20 per cent

and in this year's first quarter

it cut another 147 jobs.

Learning bitter lessons from
its past mistakes, CBK has
established a credit control

committee to approve all loans

above NKr40m while all loans

of more than NKrlOm must be

reported to it Last year, the

control committee reviewed
1,000 loan applications above
the NKr40m level.

By the first quarter of this

year, CBK’s portfolio of gross

non-performing loans was
NKrll.588bn for which loan
loss provisions of NKr5.879bn
have been made. CBK also

reckons it has a loans worth
NKr4.88bn with high-risk
exposure. In all, the bank has
net loans of NKr70.849bn.

On the bright side, in this

year’s first quarter, net non-
performing loans reached
their lowest level In three

something In return, such as
equity. Yet Mrs Anne Wibble,

the finance minister, does not
want the state to deepen its

ownership role in the banking
system.

While the negotiations con-

tinue, Mr Svedberg must get

on with the job of knocking
S-E-Banken back into opera-

tional shape. He has the bene-

fit not only of being untainted

by any responsibility for the

The government is under
pressure not to give help

without getting

something in return

past disasters, but of being
new to the banking scene alto-

gether.

When the bank's small
shareholders vented their
anger over the catastrophic

1992 losses at the group’s

annual meeting in April,

understandable criticism of the

board's performance pointedly

excluded the decision to bring

in Mr Svedberg last September.

Instead, there was praise for

years, at NKr5.7bn.
CBK says it faces potentially

high losses from loans to the

fishing sector which account

for NKr8bn of the loan portfo-

lio. It has loans of NKr3.2-
3.51m to fishing companies in

Seattle which are struggling to

make ends meet after the fish-

ing season was halved to

about 100 days a year. In the

first quarter of this year the

bank charged accounts with a
NKr99m loss on loans to

fishermen in the area.

Meanwhile, Mr Finn Hvis-

tendahl, Den norske Bank’s
chief executive, says DnB can

also be reprivatised next year
if the hank manages to bounce
back to tiie Mack in 1993. He
says profitability is within
reach and that DnB is likely to

follow a corresponding sched-

ule to that of Christiania
Bank, in which state-owned
shares will be offered this

year, followed by a rights

issue of new shares in 1994.

Mr Hvistendahl believes the

government would not sub-

scribe to the new shares of

either CBK or DnB, thereby
reducing its stake in the two
banks to below 50 per cent

the appointment Mr Svedberg,

56, was well known as one of

Sweden's most prominent
senior managers. An engineer
by qualification, he was at the
time of his appointment chair-

man of Ericsson, the big tele-

communications company
where he had previously spent
13 often turbulent years as
chief executive.
But it was not just the small

shareholders who Liked the
new broom. To the Wallenberg
family, which holds some 7 per
cent of S-E-Banken and regards
it as a prestigious - if

tarnished - jewel in the dynas-
tic crown, Mr Svedberg was
anything but an outsider as
the family is a major share-
holder In Ericsson.

One of the chief changes he
has instigated has been a
structural shake-up of the
bank. It has been streamlined
into three main divisions: S-E-

Banken, the retail division,

Enskilda Corporate, the corpo-
rate and investment division,

and Diligentia. the “loan hospi-

tal” which contains all the

group's bad assets. “We are

trying to be a model bank for

the 1990s when 1 anticipate a

high level of competition in a
market which will not expand
as it did in the 1980s." Mr $ved<

berg says.

“We are decentralising very

much, seeing to it that the
branch managers are the peo-

ple who really coach their peo-

ple to take care of the custom-

ers.” The emphasis is on
achieving a structure “with
very few levels between myself

and the customer”. Words like

“professionalism”, “productiv-

ity" and "quality" come up fre-

quently. echoing Mr Svedberg's

industrial background.
Rigorous new credit control

systems have also been intro-

duced. with a series of local,

regional and national commit-
tees sot up to review every
lending decision the bank
takes. “The aim is to have a

real second opinion for every
loan in a way that wc didn't

have before. It is one system
all over the group. It looks at a
credit from a more technical

and a policy point of view.”
Sweden's slow return to

growth will not offer the banks
any “quick fixes”, Mr Svedberg
says, but S-E-Banken, which
handles two-thirds of the coun-
try's international payments,
hopes to benefit from strong

export growth over the next

two years.

Sigbfoem Johnson: plans further capacity cuts in the bank sector
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NORDIC BANKING AND FINANCE

NORWAY’S ailing commercial hank sector

bas at last begun to show signs of recov-

ery, to judge by this year's first-quarter

results. The improvement has persuaded

the government that the time may be right

to embark on a reprivatisation pro-

gramme. The first target next year is

likely to be the Christiania Bank (CBK),

the country’s second biggest, in which the

state owns about 98J5 per cent of the share

capital.

The state also controls about 70 per cent

of the share capital of Den norske Bank,

the country’s biggest commercial bank,

while Fokus Rank, the third biggest com-

mercial bank, is wholly state-owned. More

than NKr27hn has been pumped Into the

hank sector over the past five years

through state-backed bank guarantee and

investment funds and by the banks' own
guarantee ftmds.

Financial deregulation is at the heart of

the banking crisis. It fuelled competition

but led to less-than-prudent domestic and

foreign expansion. After Norway’s oil-de-

pendent economy plunged into recession

in 1986 world crude oil prices fell to below

$6 a barrel This culminated in the banks'

collapse nearly two years ago

According to London-based Davis Inter-

national Ranking Consultants, appointed

Karen Fossli sees signs of recovery among Norway’s commercial banks

Time may be right for freedom
by the government earlier tins year to

study capacity in the domestic banking
sector, annual lending growth by commer-
cial and savings banks - which had been
running at about 15 per cent in the early
1980s - shot up to about 30 per cent
between 1984 and 1988.

Between 1980 and 1989 the commercial
banks' loan-deposit ratio to non-bank sec-

tors nearly doubled from 86 to more than

150 per rant, making them dangerously
dependent on wholesale and international

deposits. The ratio fell to about 122 per
cent by the end of 1992 and to 116 per cent

in this year's first quarter.

For the savings banks, the non-bank
loan/liability ratio rose from 72 to 117 per

cent before declining to 111 per cent by the

end of last year. In the first quarter of this

year, there was a 2.5 per cent rise in the

loan volume of the savings banks, at the

expense of the commercial hanks .

The biggest savings bank, Sparebanken

Nor, which is also the third biggest bank
in Norway, is moving aggressively to

boost its share or the corporate lending

market DIBC estimates these lour banks

have a total of 100,000 corporate cheats,

about 40 per cent of the 240,000 companies

in Norway.
Households contribute 75 per cent of

funds available to financial institutions

and account for 60 per cent of overall

loans. The commercial banks have only

about 30 per cent of retail deposits (com-

pared with 60 per cent of corporate depos-

its) and 25 per cent of retail loans.

With the onset of recession the banks

found themselves holding bulging, non-
performing loan portfolios. To make mat-
ters worse property, which serves as col-

lateral for loans, plunged in value by an
estimated 30 per cent
There are recent signs that property val-

ues have bottomed out and may even be
on the upturn in some parts of Norway.

Credit losses were more than halved to

NEr8.7bn last year from a peak of

NKr22bn in 1991-

In the first quarter of 1993 CBK returned

a net profit of NKr2Q9m. against a loss of

NKr86m in the same period last year while

DnB cut net losses to NKrl38m from
NKrfOlm. Fokus Bank achieved a first

quarter net profit of NKr56.7m, against a
net loss of NKrl37.6m.

The improvement was due primarily to

gams in shares and bonds, and to foreign

currency gains. The banks were also

granted subsidised by the central

bank and ordered by the state to reduce

their balance sheets ami cut costs. They
were helped by 12 cuts in the central

bank’s key overnight lending rate, cur-

rently 7.5 per cent
DIBC believes that by the end of this

year Norway wiS lave the lowest branch
density among its Nordic peers and the

lowest number of hank staff per inhabit-

ants. The Association of Bank EmPj°>'eef

estimates that some 10,000 jobs sec-

tor have been lost in the past fireywr*

but that mav not be the end. Both CBK

and DnB warn that the high level of non-

performing loans makes it far too early to

can an end to the six-year banking crisis.

There is growing concern about declining

loan volume owing to a prolonged lack of

corporate interest in investing in Norway.

As the commercial banks struggle to

regain profitability - there is a target

return on equity of 15 to 20 per rant - they

are Tnwgtfng increasing competition from

the savings hanks and mortgage compa-

nies which have been transformed into

They can take some comfort from

DIBC’s prediction that when the European

Economic Area is implemented later this

vear - to give banks from other European

Ftee Trade Association countries and the

European Community the right to open

branches in Norway - *££*&*
immediate impact on the retail

<r\r frtrtHgn banks have shown little Into'-

StaSSS Norway^ rrartfr ,

munle of foreign banks
closed up shop.

^However DIBC forecasts that

„H° nrt 'growth in revenue, it will be

Pessary S make continuing ft

Stand staff numbers to pay salat?

SaseTmd achieve adeqrate teMs ot

profits. “The capacity needed fte retail

banking is likely to, decrease^ Mi rer

cent per annum for the foreseeable

wmros^that the authoi^ agd
damage the banking system - and Qare-

fore the economy as a whole -by masting

on substantial cuts in capacity, pameu-

larly at commercial banks, as a short-term

response to the banking crisis. ‘’Such a

knee-jerk reaction may not be justified in

relation to the banks’ long-term proa-

Tvvvfr n

to. Tokyo earlier this year, Mr Sighjoern

Johnsen, finance minister, told Japanese

bankers that structural adjustments would

be necessary to strengthen the financial

sector “In our view there is stiff excess

capacity in the banking sector,” is? said.

Later this year, Mt Johnsen is dud to.

announce measures to curb capacity. ' .

TEE NORDIC insurance
industry faces a period of con-

solidation and recovery after

being rocked to its core by the

dramatic events of the past

three years, which have
caused enormous losses to

creditors and shareholders and
serious damage to the indus-

try’s international reputation.

Paradoxically, however, the

outstanding dramas of the

past year, the collapse of UNI
Storebrand in Norway and
Hafnia and Baltica in Den-

mark, had less to do with the

business of insurance than
serious misjudgments by the

over-ambitious managements
of the holding companies of

the three groups.

Similarly, Sweden’s Trygg-

Hansa SPP suffered heavy
losses as a result of a large

investment in Gotabanken just

before the bank collapsed. But
the insurance companies them-

selves, leaving aside the
results of die holding compa-
nies, have suffered from the

recession, the state of finan-

cial and property markets and
collapse of the banking sector.

Investment income has been

slashed and there have been
heavy losses on credit risk

insurance, especially in Swe-
den. In addition, losses on
international reinsurance
business have been so big that

the companies are cutting

back drastically on reinsur-

ance commftmeiits. Of the six

largest insurers in the Nordic
region, Trygg-Hansa SPP and

Skandia in Sweden, UNI-5 and
Gjensidige in Norway, Pohjola
and Sampo in Finland, and
Baltica and Hafnia in Den-
mark, only one, Gjensidlge,

made a profit last year.

But the first months of 1993
have brought signs of a recov-

ery. With interest rates falling

and bond and equity markets
strengthening, the insurance

companies face a better year.

And, of course, things are

looking up, now that the mess
left by the tJNI-S and Hafnia
raid on Skandia has been

A pan-Nordic giant, to

provide a bulwark against

continental insurers

sorted out
The 43 per cent of the shares

in Skandia held by UNI-S and
Hafnia were sold this month to

European institutional inves-

tors, which means that Skan-
dia's ownership problems are
settled and the management
can concentrate on restoring

the group to profit

Hafilia's insurance compa-
nies have been taken over by
Codan, the Danish company
controlled by the US’s Sun
Alliance, which has become
Denmark’s largest insurer
with about 18 per cart of the
accident market and 12 per
cart of life assurance business.

Hafnia Holding, meanwhile,
hac gone into bankruptcy.
UNI-S is in the process of a

Misjudgments have led to losses in the sector, reports Hilary Barnes

Insurers rocked to the core
financial reconstruction which
will put the group, wbicb
made a profit in the first quar-

ter, back on its feet

Baitica's and Hafhia’s fates

were linked. Hafnia tried to

gain control of Baltica in
1990-91, buying 34 per cent of

Baltica Holding before mount-
ing the raid on Skandia. The
collapse of Baitica's share
price, at the same time as the

value of Hafhia’s 15 per cent
holding in Skandia collapsed,

wiped ont Hafnia Holding’s
equity capital in August 1992.

By acquiring 34 per cent of

Baltica Holding, Hafnia could
block decisions by Baitica’s

shareholders, so that when
Baltica acquired the state's

pensions and life assurance
group, Statsanstalten, in 1991,

it had to finance the DKr4bn
deal with bank loans, not by
raising new equity capital.

Borrowing short to finance
long-term investments sub-
jected Baltica to an unsustain-

able liquidity squeeze.

But, in the end, Baltica
Holding was brought down by
losses by its baulking arm, Bal-

tica Finance; by injudicious
investments in office and resi-

dential property investments
in Gibraltar and by involve-

ment in Scanexco, a Danish
property investment project

Baltica Holding was recon-

structed in March in a rescue

masterminded by Den Danske
Bank. Its stake In Baltica
Insurance was reduced to 26
per cent, and the holding com-
pany's name changed to
Gefion.

The ownership of Baltica

Insurance has yet to be finally

resolved. Currently, Den
Danske Bank owns 32 per
cent while Baltica Insurance
owns 27 per cent of its own
shares. Both these stakes must
be sold to other owners within

two or three years.

The motive for the UNI-S-
Hafhia raid on Skandia was to

establish a pan-Nordic insur-

ance giant which, it was said,

would prove a bulwark
against any attempt by conti-

nental insurers to establish a
commanding presence in the

Nordic market The Nordic
insurers (excepting Denmark)
have so far been protected by
national restrictions on for-

eign ownership, but tills pro-

tected status is coming to an
end with implementation of

the European Economic Area
agreement between the EC and
tbe Efta countries.

hr,INDUSTRIVARDEN
lndustrivarden is an Industrial

holding company. Its activities

consist of a portfolio of listed

stocks, industrial and trading

operations as well as real

estate operation.

At March 5, 1993 the portfolio

of listed stocks had a market

value of SEK 8,OOOM and con-

sists of some ten holdings in

major Swecfish listed companies.

These holdings are generally of

a size which enables Industri-

Compoaition of the listed

stock portfolio

tadutrade—G A Lintijwg

represents Locate in Sweden.

vSrcten to take an active part in

the control of the company

through representation on its

board of directors.

The industrial operations

consist of PLM (turnover

SEK 6.200M) and Inductus

(turnover SEK 4,000M). PLM is

finduefue - Besam door and gate automation.

one of Europe's leading pack-

aging companies which concent-

rates mainly on beverage and

food packaging of aluminium,

steel and glass. Inductus consist

of ten companies related to the

engineering industry.

Fundament - The real estate at
Storgatan 10 in Stockholm.

The trading operations com-

prise some 20 companies which

are owned and run by Indutrade

(turnover around SEK 750M).

The activities consist of imports

and trading with industrial com-

ponents in Sweden, Finland,

Denmark and the Netherlands.

Fastighets AB Fundament

manages Industriv&rtien's com-

mercial real estate. The pro-

perties are office buildings with

central positions, particularly in

Stockholm.

Copies of the 1992 Annual

Report can be obtained by

contacting lndustrivarden.

AB lndustrivarden

Box 5403, S-114 84 Stockholm, Sweden. Tel. +46-6-6666400, Fax +46-6-66 1 4628

Unfortunately, the raiders

failed to ensure that Hr Bjorn
Wollrath, Skandia’s chief gen-
eral manager, would play ball.

The omission was crucial, as
Skandia's voting restrictions

in effect leave tbe company in

the control of its management
rather than its shareholders.

"The most tragic aspect of
the raid is that for a genera-

tion we have lost the opportu-

nity to form a strong pan-Nor-
dic Insurance business,"
argues Ur Eigil Molgaard.
director general of the Danish
Financial Industry Supervi-
sory Authority.

He blames the Baltica and
Hafnia disasters on the fact

that the holding companies,
established in the mid-1980s,

expanded into business areas

with which they were unfamil-

iar and attempted to under-

take “tbe almost hopeless

task" of rapid expansion in the

midst of an economic reces-

sion; and on incompetent man-
agement, both at supervisory

board and board of director

level and in some staff func-

tions as well.

The collapse of UNI-S and
the Danes leaves Skandia
agaifT at the centre of the Nor-

dic stage. Skandia owns Nor-

way’s accident insurance com-

pany Vesta and Denmark's
KGL Brand. Vesta has a mar-

ket share in Norway of about

16 per gmt and was profitable

last year. KGL Brand's market
share is about 5 per cent and it

made a substantial loss.

Skandia has previously dis-

cussed co-operation or merger
with Baltica. With a control-

ling shareholding in Baltica

nnTning onto the market
within two or three years,

Skandia may again look at

this option. But Mr Wollrath

said recently that in present

circumstances Skandia was
not interested.

International banks and
investors have suffered from

the events of tbe past year,

helping to bring Nordic

finance into disrepute. The
largest foreign shareholder in

UNI-S is also outraged by the

plan to refinance the Norwe-

The raiders failed to ensure

that Skandia's chief general

manager would play ball

gian group, which involves

writing down the face value of

the shares to NKrlO from
NKr20 while giving existing

shareholders the rqjbt to sub-

scribe to only half the
NKrl.Shn new share issue,

with the rest going to Norwe-
gian Institutions.

Mr Leon Genoad, ebafrmaa

of Zurich's CB Capital Bank,

which holds 4.1 per cent of

UNI-S's shares, lots described

the UNI-S scheme as "roMKay*’

and “killing the rights of the

present shareholders”. H6w-_
ever, if it brings retrospective

comfort to the IntematitaBl
financial community, a repeti-

tion of the events leading to

the collapse of the Balnea,
Hafnia and UNI-S does not
seem likely.

A factor in the devetopmeiis
is that holding companies coa-
troUing financial institutions

werenot subject to the finance

Industry’s supervisory author-

ity, although the insurance

companies themselves were.
That is being changed. The
European Community ' has
already approved a directive

giving powers to hanking
industry supervisors over
bolding companies that con-

trol banks or savings banks.

The Commission Is now work-

ing hard on a directive that

will do the same.for the insur-.

ante sector.

ONE OF the requirements for

success as bank industry
supervisor, says Mr Eigil Mol-

gaard, the director for the past

six years of the Danish Finan-

cial Supervisory Authority, is

“a hand which does cot trem-

ble when when one comes fere

to face with some of the most
powerful people in the busi-

ness community."
He speaks from experience.

Within the past year he has
been tbe person primarily
responsible for the departure

of the chief executives and
chairmen erf three of Den-
mark’s largest financial service

institutions, Unibank, Hafnia
and Baltica.

Foreign bankers who are

well acquainted with the Dan-
ish scene regularly emphasise
that the standard of supervi-

sion exercised by the Danish
financial supervisors is one of

the reasons why Denmark has

been able to avoid the dra-
matic crises which have
occurred in Sweden, Norway
and Finland.

Mr Molgaard concurs in this

assessment The Danish econ-

omy went into recession in

1987, and has not yet recov-

ered. In the six years since

then, Mr Molgaard’s agency
has handled fmawriai crises in

107 institutions, of which 75

have closed “We have been
kept busy without a break," he
says, “handling new crises at

FINANCIAL SUPERVISION

How Denmark is

odd man out
the rate cf one and a half a
month".
Mr Molgaard lays down five

main criteria for assessing the

quality of a given banking
environment:
~ sound and up-to-date legisla-

tion:

an efficient supervisory
body, with sufficient resources;

_ a generous and high-quality

capital base:

_i provisions policy winch pro-

vides the banks with large
reserves against which loses
ran be written oft and
— satisfactory and stable earn-
ings from primary banking
operations.

Measured against these crite-

ria, Mr Molgaard says, the
Danish banks themselves, as
well as the supervisory author-
ity. operate under satisfactory

legislation. A factor in ensur-
ing that the legislative position
has remained satisfactory, he
says, is the country’s member-
ship of the European Commu-
nity since 1973, forcing Den-
mark to keep up with EC

requirements and providing it

with laws which meet the
needs of the time.

EC membership also exposed
the Danish banks to interna-

tional competition early on.

“Being geared to competition

in a larger banking environ-

ment has given us strength."
he says.

The capital base of the Dan-
ish banks is one of the most
important reasons why the
Danish industry has avoided
the serious problems that have
affected banks elsewhere in
Scandinavia, despite provisions
averaging about 2 per cent of
loans and guarantees in 1990
and 1991, and rising to 2.6 per
cent in 1992.

As a result partly of 1930’s

banking law and partly the
supervisory authority's prac-
tice over a long period, the
average capital adequacy of
the Danish banks was 14 per
cent in 1990, when the ratio
was recalculated on the basis
of the so-called Basle rules,
which set an international

minimum ratio of 8 per cot
The Danish legal minimum
ratio was set at 10 per cent in

1990, but came down to 9 per

cent this year and wiB faff to fl

per cent in 1995. Mr Molgaard
personally thinks that it wcadd

be just as well if the Danish

ratio was fixed at a higher
level than the international
minimum ratio.

'~

The Danish supervisors'

approach to provisions .4s
closely connected with their

long-standing policy of visiting

every bank and savings hank, -

large as well as small, at regu-

lar intervals to assess the qual-

ity of each hank's assets. This
gives the supervisors an inti-

mate knowledge of the banks,

their customers, prospects,

management and culture. **We

can see a potential problem
before the banks themselves
can." he says.

The supervisors will often

call on the banks to make
larger provisions than the
banks think necessary, which
does not make the supervisor
popular. “But if a bank does
not follow our instructions, it

costs, because we force them to

follow up. and it affects the

bank’s profits." There are sev-

eral former bank chief execu-
tives who rue the day that they
failed to take the supervisors’
advice at fare value.

Hilary Barnes

Profile: DEN DANSKE BANK

The luxury of saying No
THE WOBDS could serve as a
motto for any prudent hank: H

I

believe one must allow oneself

the luxury of saying No, and It

is a luxury we hope to be able
to afford in the years to come
as wefl." They were spoken by
Mr Knud Sorensen, chief exec-
utive of Dai Danske Bank, and
the bank’s record for prudence
has paid off. It has emerged as
by far the largest and stron-
gest of the Danish banks,
writes Hilary Barnes.
“We have a good reputation

as a serious bank, and the
word ‘serious’ is one we want
associated with our name,"
says Mr Sorensen. “We like to

think that we do not need to

be the forerunners in every
respect We want to be the
forerunners in our daily busl-

hess, of course, but we do not
have to be first with every
new creation.

“But we do not jump onto
every bandwagon that comes
rushing past.” he says. The
bank made a DKrl.73bn loss

in 1992 compared with a
DKrl.33bn profit in 1991. Pro-
visions rose last year to a
record Dffr2L94bn, but the cap-
ital adequacy ratio was 11 per
cent.

If the bank has come
through the credit and prop-
erty boom-and-bust of the
1980s tetter than many of its

competitors, part of tbe reason
Is that it took a cautious line

on some of the more specula-
tive business of the Him, says
Mr Sorensen. The prudential

approach is part of the bank's
life-blood, since a crash in the
1920s, which brought down
Danske's predecessor bank.
“There is nothing to be
ashamed of in this inheritance
... It means that we think
twice," he says.

But the bank is not risk-
averse, he says, rejecting criti-

cism. widespread in Denmark
as elsewhere, that the troubles
of the past few years have
made the banks over-cautious.

“In principle our willingness
to take risks has not changed
over the past 10 years," he
says, pointing out that the
switch from high to low infla-
tion (in Denmark over the past
12 months it was just over 1
per cent) has a price. Inflation
can no longer be counted on to
take care of a bank’s losses.

“Ton have to be more cau-
tious. With a low inflation sce-
nario you have got to be pretty
sure you get it right first time,
so we have to examine projects
with greater thoroughness
than 10 years ago." Danske
showed its strength last win-
ter when rt staged a two-stage
multi-billion kroner support-
cum-rescue operation for Bal-
tica Holding, which controlled

the country’s largest insur-
ance business.

Danske’s Intervention led to
a radical restructuring of the
Baltica group and has left
Danske with a 32 per cent
holding in Baltica Insurance.
But Mr Sorensen insists: “We
have no ambition to take over

Baltica Insurance."
He will have no truck with

suggestions that Danske has
become too big and powerful a
player in the Danish duck-
pond. “A market share of
about 30 per cent is not
enough to enable us to domi-
nate. And we act responsibly.
We axe the market leader, as
we are the biggest, but we do
not try to exploit this situa-
tion, and that is deliberate.

"It is part of our corporate
culture than we wish to be a
responsible citizen, even if this
means that some business may
pass ns by."
The current year will a bet-

ter one for the bank than last
year, says Mr Sorensen, but
loss provisions will remain
high. He admits that the
bank's earnings on its basic
business have not been good
enough for several years. Den-
mark is considerably over-
banked and that means that

Danske will have to emphasise
control of costs. A factor in
this will be the spread of elec-
tronic banking, which is
already well-developed in Dan-
ish banks.
"A considerable part of our

transactions already
.
go

through ‘untouched by human
hand'. Like it or not, yon will
see more automatic hawking in
our branches, inside the hank
or In the walL

"Costs are driving us, but so

.

are our customers' inclina-'
tions. The younger generation
are brought up with the use of
eiectronic data processing so it
is perfectly natural for them to
wish to use ft.

“Automats are no replace-
ment for personal contacts
But in future you will go to

more rarely, and it
wui be for a deep dismission of'
a problem, about buying a

S,a
?f £* *** or about the

family budget" he says.
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THE WEEK AHEAD
ECONOMICS

Unemployment exercises EC leaders
The spectre of high and rising
unemployment hangs over
Europe this week. While Euro-
pean Community leaders meet
in Copenhagen to dismiss ways
of reviving the continent's ail*
ing economy, May money sup-
ply details from the Bundes-
bank, due today or tomorrow
could trigger moves towards
lower Interest rates.

Some economists think
growth of M3, Germany’s
broad measure of money sup-
ply, may have slowed suffi-
ciently to come within the
Bundesbank's target range of
4J5 to 6.5 per cent seasonally
adjusted annualised growth
from its 1992 fourth quarter
base. If so, the Bundesbank
could be more inclined to ease
monetary policy, especially if
German cost of living figures
this week indicate a modera-
tion of inflationary pressures.
But most forecasters take a

cautious view of likely trends.
MMS International, the finan-
cial information company
reports consensus forecasts of
6-8 per cent tor M3 growth In
May and an unchanged June
annual inflation rate of 42 per
cent.

France is expected to report
Calling industrial production

today, adding to pressure on
the government to lower its

interest rates.

In the US, durable goods
orders for May should be con-
sistent with a moderate eco-

• nomic recovery.

The main economic statistics

and events of the week follow.
The figures in brackets are the
median of economists' fore-

casts from MMS International.

Today: Denmark, EC summit
In Copenhagen. UK, trade with
on-EC countries in May
(£900m deficit). France, April
industrial production (down 0.5

per cent). US, May Treasury
budget (S39-8bn deficit). Can-
ada, first quarter annualised
figures for real GDP (up 3.2 per
cent), consumption (up 1.7 per
cent), GDP deflator (1.6 per
cent), current account (C$27bn
deficit), business investment
(up 2.4 per cent), non residen-
tial construction (down 12 per
cent),

Tomorrow: Denmark, final
day of EC summit UK, first

quarter national accounts,
(final GDP up 0.3 per cent on
quarter, 0.7 per cent on year),

balance of payments (current
account £3.7bn deficit).

Wednesday: US, May durable
orders (up 1.5 per cent); auto

Germany: Money Supply. M3

% change from prevtouat

4th Quarter, average

12 .—-—

Source Ofltaatraon

sales June li to 20 (&8m); first

quarter final GDP (up 0.9 per
cent), GDP deflator (3.3 per
cent). Japan, US trade repre-

sentative Mickey Kantor
addresses US chamber of com-
merce in Tokyo. UK, Construc-

tion output, new orders for

April; first quarter institu-
tional investment, cross boarder

acquisitions and mergers,
international banking statis-

tics.

Thursday: UK, May new
vehicle registrations, April
engineering gales and orders.

US, May personal Income (up
0.7 per cent), personal con-

sumption expenditure (up 0.3

per cent); Money supply week
ended June 14 (M2 down
*0.7bn); initial claims week
ended June 19 (345,000).

Friday: UK, June CBl
monthly industrial trends
enquiry; first quarter capital

spending and stockbuilding.
Japan, Tokyo June consumer
price index (up 1 per cent on
year); national May CPI (up 1

per cent on year). US, May
existing home sales. Canada,
industrial goods PPI (flat), raw
materials price index.

During the Week: Germany,
M3 from Q4 base (6.8 per cent);

March current amnimt (DM4bn
deficit), trade balance
(DMl.Tbn surplus), regional

cost of living Indices for June,

national cost of living (up 02
per cent on month, -L2 per cent
on year). Italy, April PPI (up
3.6 per cent on year), wholesale

prices (up 5.6 per cent on year);

May M2 up 6 per amt on year,

May bank lending (up 5.3 per

cent). Denmark, May CPI (up
0.7 per cent on month, 3J per

emit on year). Belgium, June
CPI (up 2.6 per cent on year).

Finland, May trade balance
(1.7bn Markka).

Peter Norman

PARLIAMENTARY DIARY

TODAY
Commons: Questions to Welsh
ministers, Attorney General and
Overseas Development
Administration. Defence Estimates
Debate, last day. Army, Air Force
aid Naval Discipline Acts
(Continuance) Order.

Lords: Education BH, report Local
Government (Overseas Assistance)
BUI, report Licensing (Scotland) BO,
third reading. Caledonian MacBrsyne
(Rateable Values) (Scotland) Order.
Aican Aluminium UK (Rateable
Values) (Scotland) Order. Forth Ports
(Rateable Values) (Scotland) Order.
European Communities (Definition

of Treaties) (Agraemait on Customs
Union and Cooperation between
European Community and Republic
of San Marino) Order. Merchant Ship
ping Registration Biff, committee.
Select committees: 4.45pm, Home
affaks - subject fumfing of political

parties. Witnesses: Mr Graham
Bson. general secretary, end Mr
Timothy RazzaU, treasurer, Liberal

Democrats (Room 6). 4.30pm, PifoUc

accounts - subject Gulf

movements. Witness: Dr Malcolm
McIntosh, chief of defence
procurement Ministry of Defence
(Room Iff).

TOMORROW
Commons: Defence questions.

Questions to the Prime MHstar.

Debate opened by the Opposition
on “the need tor openness on
fumfing of poDtical parties end the
enforcement of company law on
deefaration of political donations*.
Lords: European Communities
(Amendment) Btt. committee. Sexual
Offences B8I, second reacting. Drug
Trafficking Offences Act (Designated
Countries and Territories)

(Amendment) Order. Criminal Justice

Act (Designated Countries and
Territories) (Amendment) Older.

Criminal Justice (International

Cooperation) Act (Enforcement of

Overseas Forfeiture Orders)
(Amendment) Older.

WEDNESDAY
Commons: Trade and Industry

questions. Agriculture Bid, remaining

stages. Council Tax Limitation

(Wales) (Maximum Amount) Order.

Lords: European Communities
(Amerwftnent) BO, committee. Debate
on Bamado's and Youth Aid report

Tour Years' Severe Hardship'.

Select committees: 9.15am,
Environment - subject energy
efficiency In buktings. Witnesses:

Offer, Olgas and the Consumers'
Association (Room 21); 10.15am,
Partiamentary Commissioner for

Administration - subject the
powers, work and jurisdiction of

the ombudsman. .Witnesses: UK
Central Councfl for Nursing,

Mktwttery and Health Visitors;

Association of Community Haallh

Councils and the Institute of Health
Service Management (Room IS);

10.308m, Trade and industry -
subject: the competitiveness of UK
manufacturing Mushy. Witnesses:
Rover group, T&N (Hoorn 15).

4.00pm, Transport - subject
Department of Transport annual
report 1903. Witness: Mr John
MacGregor, transport secretary

(Room 15k 4.15pm, Parliamentary
Commissioner far Administration
- subject the powers,work and
(uitadtetkxi of the ombudsman.
Witnesses: manufacturing science

finance (MSF), centre for

ombudsman studies, Reading (Room
6); 4.15pm, Pubflc Accounts -
subject Northern Ireland matters

(1) animal health measures, ft the
training and employment of dtaabled

persons in Northern Ireland

Witnesses: (!) Mr W J Hodges,
permanent secretary, department
of agriculture, Northern Ireland; (2)

Mr& Crazier, chief executive,

training and employment agency
(Room 16) ; 4.45pm, Home Affaire

- subject fencing of potiticai parties.

Witnesses Mr Lariy WHtty, general
secretary, and Mr Torn Button,
treasurer, Labour party (Room 8);

4.45pm, Science and Technology
- subject the routes through which
the science base b translated into

innovative technology. Witnesses:

Dr Richard Sumner, director 31

poup; Mt John Kirkpatrick, chief

Industrial adviser. 31 group, Mr David
Harrison, sartor general manager,
corporate banking and Mr Michael

Rhino, general manager, oommarda!
series, Lloyds bank (Roam 20).

THURSDAY
Commons: Home Office questions.

Questions to the Prime Minister.

Northern Ireland Act (Interim Period

Extension) Order. Appropriation
(Northern Ireland) Order.

Lords: European Communities
(Amendment) Bn. commfttoe. New
Towns (Amancftnant) BM, committee.
Local Government (Overseas
Assistance) BO, third reacting. Tower
Hamlets Housing Action Trust (Area

and Constitution) Order. Castte Vale

Housing Action Trust (Area and
Constitution) Order. Food Protection

(Emergency Prohibitions) (Paralytic

ShaRftah Pobonfeg) orders.

Select committee: 1030am,
National Heritage - subject the

futve of the BBC. Witnesses: Mr
Meivyn Bragg; Mr Robin Foster
Incwporated society of British

advertisers (Room 15).

FRIDAY
Commons: Debate on health and
welfare of chBdren.

Lords: Not sitting.

RESULTS DUE

British Steel results to reflect overcapacity
British Steel’s results for the
year to the end of March, due
to be announced on Monday,
are expected to show pre-tax

losses of £170m reflecting
recession and overcapacity in

Europe.

Analysts will be more inter-

ested to hear the company's
views on whether further price
rises are possible this year.
The outlook for talks on capac-
ity reduction between the EC
and state owned steelmakers is

also likely to be raised.

Attention will be focused on

whether provisions for bad and
doubtful debts are starting to

ease in the UK banks' sector

when TSB Group announces
interim results on Thursday.
TSB is the first of the banks to

report by a month.
Pre-tax profit for the half

year is expected to fall to about
£50m compared to £92m the
previous year, and bad debt
provisions to rise to around
£240m from £l65m. The bank is

expected to maintain its

interim dividend.

The impact of exceptional

costs of about £3m from its

photo-processing business will

cloud the picture at London
International Group, which
reports annual results on Fri-

day. Analysts expect pre-tax
profits of about £31.5m under
FRS 3, compared with last

year's figure of £l&9tn. which
was also depressed by restruct-
uring costs of £22,5m. The
ColorCare photoprocessing
business continues to suffer

from lack of demand, but the
Durex condom business is

growing steadily.

First Leisure, the 10-pin
bowling, discotheque and tour-

ist attractions group, will be
quizzed for signs of a recovery

In consumer confidence when
it reports interim results on
Tuesday.Analysts are expect-

ing a slight increase in pre-tax

profits, from £11.7m to about
£12m in the six months to May
3, but the group's results are

heavily skewed towards the

second half and most attention

will surround current market
conditions and the trading out-

look.

UK COMPANIES
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DIVIDEND & INTEREST PAYMENTS

TODAY
Altai MunMan S0.075
AnMbgosio Idp
AooocBrlL Ports 11 AH 2011 CSB3.7G
Bmtoya Raiding (Ionov) lOM* Gatt Ms
1BB3 CS1G2.SO
Biuo Chlto Ms. Ore Bda. 2006 C3B2te
BP Amor. BMH GKL Nts. 1988 CS5
BP Cap. IDtMt AmAy Nil. 1894 S230SB
Bwmdi CosMCre (toraaylMN Or.Ore
Bda. 2008B47te
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Vv. Asia Ore Ma. S1QZ.77
Enron rate
Export-Import BA. ot Japm (R*% Ota. 2001
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GMAC AlBtraW (FtaJ 11?*% NIS. 1996 AS117iO
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JawAHnuBH QW. TBB8 $400
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YUO
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NMtaMdaBklg. Society Sub. Fng. Rato Ms
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Standard Chatared unttard Ranary Cre
Ffo Ftota Nts £7155

WEDNESDAY
Aircraft Lease RMoSo Secutosadm 92-1 Sac.'
CtosaA2Rtg.nstoMs ieo7 szau?
Bmtyj aaotonlmr. To. 226p
Obcotp Rtg. Rata Suts Cap. Nts 19B6S134.17
Oavantah $JA| 10HH Ob. 2017(5.125
GrBKby T£q
KaMxirtan $CL25
Loads Patnunant BUg. Society Sub. Var. Rune

Ms Cl7045

Marina Mdtand Bk. Rtg. Rtoa Ste. Ms 1995
9134.17
IMmdBk. UndtadFftg Rata Primary Nb.
S2S2.78
Wootateh Bog Society 94RS Rwd nataffhg.
Rata Nto. 1895 £3022

THURSDAY
BP Ainv. OiMt GbL Bds 2002 CS95
FondM & O0L German Mw 05p
Hondo Gold Mies C$0.10
Mmchastw Coral 3% Rd. COIL B0.75
Do. 4» Cbn Inad C?
Matin) r Pin i Water toad Kant WVtar Wortta

3% Cite
MAG Racowary lav. TsL 1.12p

Ds Denied Unto 1.12p

Da Package IMts i.T2p

Moos 9os 4p
Saohon Marcterd Bmtaig Rig. Rato Nts 1995
*479.17
Sre«9tep
Thornton Alton Enai^ ig Msritats hv. TaL

OJp

FHOAY
Antotcan Cyworld WL4375
Anglo AnoriemCoolIB.15
Antpr Amor. tnw. Tst R2.40
AntobyWaotowd &9p
BmcotatL 9.125W Nts 1BQS54te2te
Uarttom 3p
Cotas MynrAU.ll
Daaia Undated QXt Sub. Fig. Rata Nts

YlteBtea
Dawaongniv i25p
Ei. DuPont do Neman IPMt Ms 1999 855
GgaA Cons Mnos ADiriS
Eratdno Houaa bfip
Fu0 Bk. HL Hn. tap. Sub. GbL Rfe Rota
Ms Y120JMM
Da Undatsd Sua Gtd. Var. Rate Nts Y10&21S
Gaa Motors Acceotonoa 8UH Ms 1999 C42S
ftoonacra ftiSp
HaretosSOte
King & Shannon 5p
Da XS% CM P|g PM 3. lip
Ds 5% Cm. 2nd PL 1.75c
New Cardnd Wte. Areas AQ87
M( Props LMad IMs R0J32
North Brtltah Cm. tav. Z51p
Ocean WHaons 3p
Sabre tab ff*L2) fioita P War. Rate Ms IBM
YR0y37G
Startoy Badric ftteM 1997 YG30.txn
DS5.40M 1999 Y840j000
Gbda Bk. of Now South Wrios 104a Nts 1997

NZS100
asnbomo Rarity& Dew.5K Ms 1995 VSOOjOOO
Da 8%Ms 1987 YflOO.000

Da Rift. Rota Nts 1997 Y2.389.SM
TSaom Rt Ptg n± pi. arp
UB taw. 07)44 1990 90S
UbtorTataWan 5.75c
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CONFERENCES & EXHIBITIONS
CONTRACTS & TENDERS

JUNE 22-24
Software Development
Wembley Halls 2*3
Software Development "93 is dedicated to

the full range of systems and application

development notes. Over 150 exhibitor*

and an extensive range of Dee seminars

and fcauues ensure that the topics most

critical to MIS Directors. Project

Managers and technical specialists are

fully explored.

ConUKC Lynne Dsvcy, Blenheim Online

Tel: 081 742 2828 Fax: 08 1 742 3182

LONDON

JUNE 28 -JULY

2

Made tn Saudi Arabia -

Exhibition
The exhibition focuses on modern Saudi

Arabia, ire product*, and joi« venture

opportunities. A unique chance for British

business to neel Saudi business for

motnal bawQl. Olympia 2. Open I pm - 6

pm Monday 28 June. 10 am* 6 pm
Tuesday to Friday 2 July.

Tel: 071 23S 4363 Fate 071 245 6688.

LONDON

JUNE 29- JULY 1

Networks 93
Hail 5, NEC
Whether you have hands-on nclwork

management responsibilities, supervise a

wide range of IT functions, or develop

networking applications Networks 93,

now In its thirteenth year, is the leading

networking event in the UK supported by

all the key suppliers in ibe

datacommunicaliona marketpiaoc.

Contact: Lynne Davey. Blenheim Online.

TfcL 081 742 2828 Fix: 081 742 3182

BIRMINGHAM

JUNE 30
Nailing the Jetty to the Wall

BUSINESS PROCESS REDESIGN: A
STRATEGY SEMINAR AT THE London

School of Economics on both the theory

and the practice of BPR. for senior

executives involved in strategy and

planning. £55 to include course materials

and rr&eshraents; 2-6pm at the LSE.

i 7968

5 7385 LONDON

JULY 1-2.

ISO 9001
The purpose of this seminar is to

emphasise the practical aspects of

implementing ISO 9001 in the IT
industry. Includes valuable advice on

Implementation and the certification

process.

Contact: Peter Barnes, The Infamilies

Resource Centre, Tel: OBI 871 2546

LONDON

JULY 7
Petroleum Revenue Tax
A conference examining the effects and

implications or the Government's budget

changes in PRT. Speakers include ihe

Financial Secretary to the Treasury,

Stephen Dorrcfl MP. Contact: lain Dale,

The Waterfront Partnership.

TeL 071 730 0430 Fuc 071 730 0460

LONDON

JULY 18-23
Information Technology: The
Critical issues for Management
Hetiky Management College.

Designed to help management achieve

competitive advantage through

imaginative l.T. strategies. A highly

participative summer school - a valuable

opportunity to learn from leading l.T.

consultants and practitioners.

Contact: Peter Barocs. Monsduoek
International, Tel: 081 871 2546

HENLEY

JULY 26-30

EVA *93: Electronic Imaging &
the Visual Arte
Conference, Exhibition, Tutorials,

NATIONAL GALLERY, Tbc Foremost

European Electronic Imaging Event in the

Visual Arts. Interesting to those involved

In Electronic Imaging throughout

Industry, Government. Telecomms,

Tourism, Libraries. Museums, Publishing.

Photography. Rim, Video & the Vbnal

Aits.

E

xhibition only tickets available £10.

Other rates on request.Organisers,

Vasari Enterprises

Td: +44 (0)252 313437

Fax +44 (0)252 31 1540

LONDON

OCTOBER
Invest En your evenings
London Business School's (ong-

esMbtinhed finance evening programmes
for experienced managers and finance

professionals start in October. The
Corporate Finance and Investment

Management programmes require

otiendanoB on one evening per week sad
the Masters Degree in Finance requires

two yean of part-time study. Rsr details,

caU Janet Dobson ou 071-262 SOSO or fsx:

071-724 3317
LONDON

NOVEMBER 11-12

Hotel Investment and Tourism
Development In Contra! and
Eastern Europe
Investment opportunities In 13 countries

-

and bow to finance them. Plus essential

information on investment conditions in

each country. The unmissable one-stop

event for established investors and those

exploring tbc marker.

Development Jountal/ToudK Roto

Tel: 071 M2 1280 or Tel: 0223 3LS319

/Pax: 0223 355679

LONDON

INTERNATIONAL

JUNE 24-25
Competitive Intelligence
Participate in a I 1

/] day programme of

advanced-level seminars presented by
Kirk Tyson and other business

intelligence experts. Loam how to

organise the intelligence function, and link

it with the strategic management activity

of the firm. Learn about powerful

analytical tools used to measure

competitor scientific and technological

sirengths-Cwusct: ITBSA. Tel: +41 22

362 77 67 Fate +41 22 362 77 92

GENEVA

JUNE 28 & 29
Opportunities In Product Take-

Back And Recycling
This forum will look at how take-back

IE 30
tineas Performance
tsurement: The instruments

iorporate Change
ilf-day executive seminar on new

lacbes to management reporting and

Ol. Harvard Business School guru

rt Cedes and senior UK executives

ore how to introduce new. non-

Sal and ‘upstream' intticalos into tbc

ta: Business Intelligence ___

JLY 1 „
tivBlnformatfbn

soTerencc on executive

information systems,

rotn major inieniiDOOBl

ire key appU«ilon»

,
marketing, bttatiww

and customer service.

Intion of oil Ihe leading

:“*1S
U1ND0N

SEPTEMBER 5-9

Design Renaissance
A three day programme pins related

meetings analysing ibe proccso and

practice of design in effective strategics

far growth. Leading designers and

representatives of industry from

tbrougboui the world will present

forecasts, case studies and analysis.

Contact: Design Renaissance

Te| *+(0)41 553 1930

Fax ++{0)41 552 051

1

GLASGOW

SEPTEMBER 14

The Future of European

Securities Trading

Major conference to examine the totes

arising from Ihe imegnlton of European

Securities Markets. Speaker* Include:

Chairmen of ‘ho London. Pino.

Amsterdam, Copenhagen and

Ly^ynbourg Slock Exchanges *nd sentw

representatives from Mercury A»el

Management and Lombard Odier.

Contact; Alison Hgsr,

toTotHbS 9S32 Fix: 071 3532791™ LONDON

and examine the strategic opportunities to

develop the capabilities w respond to the

new environment. Enquiries: Financial

Times.

TeL- 071 814-9770 Buc 071 873 3975/3969

BONN

JULY 5&6
Modernisation of

Tefocommunteatton* In Csntraf

and Eastern Europe
The confercnca will examine the step* ihal

have already been taken towards

modernisation sad focus on how (he

mark* Is likely to develop in the Mm*.

Enquiries FhEwdal Times Teh 071-814

9770 Fax: 071-873 3975/3969

BERLIN

AUGUST 18-20

African Capital Markets

Confarenca
Brings together policymakers, researches

and fiaancc professional* to review

African capital markets and explore

option Dor future development. Hosted by

the Capital Markets Authority. Kenya aad

supported by several development

agenda. Contact: Sum Mensab. U-S.A.

Teh (313) 762-3318 fits: (313) 762-3282

NAIROBI

YEMEN
POWERTHREE PROJECT

TRAINING COMPONENT NO 2 164 YEM
SUPPLY OF EQUIPMENT AND TRAINING AIDS

INVITATION FOR BIDS

The Government of the Republic of Yemen (GRY) has received a credit from the

IrtcmaiiniMil Development Association (IDA) ia various currencies towards the post

of the Power Three Project a component of which is the project for strengthening

and expanding mining cam* activities and it is Intended that part of the proceeds

of Uds credit wttl be applied to eligible payments under the contract for equipment

and trainiHg aids.

Una Invitation for Bids (IFB) is open only to the reputed mamtfhrturcrfsupptiera

bom eligible source countries as defined trader the Guidelines for Procurement

under IBRD Loans and IDA credits of Ibe World Bank.

Hie Public Electricity Corporation (PRC), the executing agency for the Government

of the Republic of Yemen now invites sealed bids bom eligible member countries

for the foliowing equipment and training aids:

xur
1

2
3

4

5

6

7
8
9
10

BBznRmrorEffr
Tfcadring Aids - A1 Mansoorah
Teaching Aide - AJ Msnsourah
Electrical Training Workshop - At Mansoorah
Mechanical Training and Diesel Engine Workshops - A1 Manssuah
Equipment Required for Overhead Networks - AI Mansoorah
Underground Networks Workshop - AJ Mansoorah
Bquipatnn aad Punrimre for 2 Qsaarooma • Ai Msnsourah
Electronics and Control Laboratory - H1SWA
Electrics! Protections and Automation Laboratory - HTSWA
Machine Tools and Diesel Workshops - AJ Monsourah

Interested eligible bidden may purchase all of the tender documents from July 1st,

1993 upon sabmission of a written application and upon payment of a son-
refundable fce.(US$ 200 or its equivalent for all lots by bank voucher or bank draft

to EDPs Account ac CREDIT LYONNAIS. Agenoo Cbatrale, 19 Boulevard dcs

ltalicns, 75002 PARIS, no 1022 N. The purchase price covets 2 copies of each set

A set trill include Instructions to Bidder. General and Special Conditions of
Contract and the iota of equipment and training aids specifications.

All bids mem be accompanied by a bid bend not kas than two and ooe half (27i)

percent of the total bid price. The bid bood shall be ia the form of a bank guarantee

form or ia the form of a certified cheque. Ail copies of bids must bo delivered to;

Public Glearidty Corpora!kw
Deputy Director General

P.O. Box 5245
HEDJUFF ROUNDABOUT
MAAL4 - ADEN - Republic ol YEMEN

ia accordance with the instructkrcs to the bidden at or before 12.00 noon (local

time) on September 30th. 1993 and will be opened at 100 pm (local time) on the

same day in the presence of the authorized representatives or the bidden who
choose to be present.

Interested eligible bidders may obtain further informalion on the Md id the office of:

Office:

Tin jilting-

Town:
Country:

Ftoc

ELSenuenfi DE FRANCE
Direction da Personnel es dcs Relations Soctafcs

Departemcni International DPRS DIRH
Bureau 2/61 or 2/63

TOUR EDF- QDF
LA DEFENSE

2

920S0 PARIS LA DEFENSE
FRANCE
33-1-49-02-74-17

LEGAL NOTICES

MARNOCHAND
RUSSELLTRANSPORT LIMITED

NOTICE IS HEREBY GIVEN, panoaol ia

Sceriaa M of the lauhKacy Act i486, dot s

tenting of the ered tints of the above u«d
composy will be held at Spencer Hoasc.

CUftoariDe Road, Noifliaapioa, NNI SBUaa

Ibnatey 24 Jww 1993 ot IIJX) In the faieaoM

far the pspatos Btcednned ia Sections W, 100

od 101 ofthe old Act
StateMoots of claim, aad proxy (aims if

applicable, mast be lodged at Ibe offkti of

KPMQ Peal hUrwiek. Speaeer House.

OBoaviHs Road, Nottkamplaa. NNI SBU. **

hourOh 12 oooa m the WedaoNlay 23 hue

1990.

A list of Ike Hares end eddresse* af the

atopuyk aedbore nay be Inspecttd he*

ebatgo at tia ofikes of KPMG Peal Marwieki

Sptmu Homs, GiftoovJIk Real, Nonlwnpwa

UNI 5BUm 22 and 23 Ju* IWi
Dsted Onii 17* day of hue. I«J
ByaederoftheBMid.

RSManocfa. Director

TO advertise in this SECTION PLEASE CALL ALISON PR1N ON 071 407 5752

APPOINTMENTS
ADVERTISING

every Wednesday
Thursday (UK) and

Friday (Inn only). For
further infonnau'on

or to advertise in

this section

please call:

Andrew Skaizynski

on 071-873 3607

Mark Hall-Smith

on 071-873 3460

Triria Strong

on 071-873 3199

Racfacl Hicks

on 071-873 4798

JoAnn Grcdell

0101 2127524500

THINKING

OF BUYING

BT3 SHARES?

How to
get more.

Read
Investors

Chronicle
18-24 June 1993.

From your local

newsagent every
Friday £1 .60

INVESTORS
CHRONICLE

GREECE

The FT proposes to

publish this survey on
July 8 1993

Greece’s complex inter-

nal and externa!
problems will be ana-
lysed in depth in a
broad-ranging and com-
prehensive survey to be

published by the Finan-

cial Times.

For a copy of the edito-

rial synopsis and
advertisement rates,

contact:

Alec Kilroeff

in Athens
Tel: (1) 671 3815
Fax: (1) 647 9372

or

Connie Davis
in London

TeL- (071) 873 3514

Fax: (071) 873 3428

FT SURVEYS

DOCKLANDS PROPERTY

WAREHOUSE + DISTRIBUTION

IN DOCKLANDS
Over 50,000 sq.ft, high security - Fully customs
approved - Bonded/general warehousing - CCTV
- Computerised stock control - Export packing -

consolidation - Import clearance service - Trailer

services with Spain, Portugal, Greece, Italy -

Container services - Malta - Far East - Airfreight.

EURO-TRANS LOGISTICS LTD
TEL: 071 515 7777 - FAX: 071 987 8193 - TLX: 886968 LEAP G

MONEY
MANAGEMENT

NtVERSARV

30 years on and still the best advice
for best advisers.

On sale now at all major newsagents £3.95.

For subscription details telephone 0714056969x203

]
FINANCIALTIMES
M • O « Z I N X

CONTRACTS & TENDERS

ALBANIA
CRITICAL IMPORTS PROJECT - IDA CREDIT 2404 - ALB

The Government of Albania has received a credit from the World Bank

towards the cost of the critical Imports Project and now invites scaled bids

from cligfolc bidder* for supply of the following items through Internaliooal

Competitive Bidding under World Bank Procurement Guidelines:

a) Contract M0E/14S/93

- qty 6.000 Heating stoves for the Albanian schools able to

bum woodand coif, 6 Km heating power, and

related piping,

Cost of bidding documents: USX 200

Bid submission deadline and public bid opening date: August 10, 1993,

1100 Midday.

Bidding Documents are now available from the Project Implementation

Unit. Ministry of Finance and Economy, and can be obtained (ham the same

on submission of a written application and upon payment of the mentioned

.

non refundable fee into the account no, 456Ul07f/0l, maintained by (he

P.I.U. at the National Commercial Bank of Albania (formerly Albanian

Commercial Bank), Tirana - Albania.

Further information can be obtained from:

THE WORLD BANK CRITICAL IMPORTS

PROJECT IMPLEMENTATION UNIT, TIRANA
Mr. Agin Undo

Phene! + 355-42-279JS

PSur +J55-42-27M1

Telex: 4295 kompian

Index: GAV
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Having
the right

stuff

B
ritish managers no doubt

hope they win soon he able

to tuck their recession

strategies into the bottom drawer.

But there is always something to

learn from those which have best

weathered tough times.

OC&C Strategy Consultants, part

or Coopers & Lybrand, has surveyed

the 250 UK companies with the
biggest turnover and come up with

a 25-strong league table of

“recession busters”.

Based on profit growth in the

period 1990-93. the list is headed

by the travel group Airtours (whose
average annual profits increased

by 141 per cent during the three

years in question), followed by
security systems and banknote
printer De La Rue (33 per cent)

and the north of England
supermarket chain Wm Morrisons

(29 per cent).

Being in a so-called “recession

proof' sector obviously helps,

which is why food retailers and
wholesalers account for six of the

25 places.

Other traditionally resilient

sectors such as the food and drink

sector, manufacturing,
pharmaceuticals and
telecommunications are also well

represented with nine constituents

between them.
In general OC&C says the

successful companies have adopted

one of three strategies:

• Aggressively pursuing and well

executing, acquisitions. Tomkins,

for example, is in sixth place

with 25 per cent profits

growth.

• Moving quickly to capitalise

on the woes of competitors.

Airtours, which benefited from
ILG's collapse and recently tried

to outmanoeuvre Owners Abroad,

started the recession with a low
cost base and has targeted

profitable business rather

than merely seeking volume
share.

• Dominating sectors. Besides

De La Rue. Weir Group (8th with

a 20 per cent profits improvement)
and Rentokil (4th and 28 per cent)

are cited in this regard.

OC&C partner Chris Outram
claims that the study “shows that

it is possible for companies to

outrun a low-growth economy.
"Low growth and even recession

are not necessarily excuses for
reduced profits.”

J
ohn Cleese is lying in bed with

his wife. He is reading a report,

she is sulking behind a glossy

magazine . She asks him why

he cannot confine his work to

the office. He replies that he is too

busy going to meetings - it is only

when he leaves the office that he

can start work.

There is something odd about the

situation: Cleese looks familiar

enough, but out of his mouth conies

the voice of a Chinese actor speak-

ing in Cantonese.

This image of Cleese as the

harassed British manager in bis

pyjamas has been travelling the

world since 1976. The video. Meet-

ings Bloody Meetings, is one of the

best-used training tools ever, trans-

lated into 17 languages watched by

more than im managers. It has

been so popular that a new version

has just been released for the 1990s

without the sideburns and flared

trousers.

When the video was first made
most managers did not believe they

needed training, and videos were

still a rarity. Now Video Arts, the

company started 20 years ago by

Cleese and Sir Anthony Jay, co-au-

thor of the television series Yes
Minister and Yes Prime Minister,

finds itself dominating a sprawling

international market. These days

all self-respecting managers go on
training courses, and no course is

complete without a video.

The British manager may not be

universally admired for his perfor-

mance, yet when it comes to videos

telling managers how to behave,

Britain leads the world. It is only in

Japan that the idea has not caught

on: Japanese managers are not
amused by the sight of Dawn
French, the comedienne, getting

buried under a mountain of memos.
But how worthwhile are these

videos? And can a 30-minute one
really be worth the £1,000 that they

can cost to buy?
Research in the US Haims that a

message learnt through video is 40

per cent more likely to be retained
than one taught through chalk and
talk. Videos appeal to companies
because they help break up a train-

ing session, and may get the point

across more quickly. “Video has
vast potential for training. 1 have a
library of videos I use all the time,”

says Lucy Gardiner of Skilltrain,

which provides companies with cus-

tomised training packages.

Comedy has also proved its

worth: “People often go into courses

feeling resentful,” says Tina
Tietjen. Video Arts’ joint managing
director. “Humour breaks down
fears and helps people relax. Only
when they are relaxed can they
take on messages.”
To help relax the audience Video

Arts has hired the great and the

. good of British comedy, including
I French and Griff Rhys Jones. Yet

Training videos are popular

but are they of any value,

asks Lucy Kellaway

Put in the

picture

John Cleese (left) and Robert Hardy in the Meetings Bloody Meetings video

according to Gardiner these big

names may be an unnecessary lux-

ury: “You can have the same
impact without them. In fact, big

names can be a distraction.”

Other companies such as Melrose
and Longman Training have fol-

lowed Video Arts' lead, offering a
bewildering choice of comedy,
drama, straight speeches and even
interactive videos to teach every-

thing from how to talk on the

phone to the in's and out’s of total

quality management
Until recently these three compa-

nies carved up much of the market
between them, with video prices

that raised some eyebrows. “It is

nice work, if you can get it" says

Chris Page of Jumpcut, a small

Yorkshire-based training company.
Jumpcut's videos for job seekers are

sold for as little as £30 to schools

and other customers who would
regard prices even as high as £100

as a joke.

The established players point to

high production costs - Video Arts

says it spends up to £250,000 per

video - and to the quality of their

products. Longman’s latest offering

on selling financial services is a

slick drama filmed in a stately

TimTie
,
which could lull viewers into

thinking they were watching a

high-budget television soap.

Companies have been prepared to

pay high prices for videos as the

cost of the video is a snail part of

the total training cost. Tfetjen

argues that the cost is in lost

management time, and that if you

can get a point across through a

video it has paid for itself many
timpq over.

These high prices have recently

brought new players into the game.

For about half the price the BBC
has started to sell videos an such

subjects as presentation, skills.

Cheaper still is TSylor Made Films

which Is producing videos under

the Sunday Times name on quality

management, personal skills and

leadership. The company claims it

offers twice as much material as

Video Arts (two videos instead of

one) at a quarter- of the price.

But which is best? One of the

Sunday Times' new offerings is

about meetings, and is in direct

competition with Video Arts’ more
costly bestseller. Both videos pres-

ent a parody of a meeting going

badly and then spell out simple

rules for a more successful one.

Both offer the same sensible advice:

meetings should not be held unless

they are they should be

planned in advance; everyone
should know why they are there;

the Hurfrman should politely shut

up people who ramble; decisions
ishmtM be summarised, and so on.

However, the Video Arts offering

is funny. Cleese is memorable as he

stands in his pyjamas in the dock

charged with “cold-blooded time
wasting” by a stern judge.

The Sunday Times version is

unconvincing and cliche ridden - a

pretty blond woman exchanges flir-

tatious smiles with a wet young
manager as she helps him become
more assertive in the chair. The sec-

ond part of the Sunday Times offer

is in the style of a television docu-

mentary. The newspaper's editor,

Andrew NeQ, chairs a panel of

meetings experts and Peter Hobday,

the broadcaster, interviews com-
pany executives about what sort of

rooms they like to hold their meet-

ings in. The result is bland, and will

only be informative to those who
can keep their minds on it

If managers take note of any of

the tips in either of the videos their

investment will not be in vain. A
recent survey of US executives

showed that a third of all time

spent in meetings is wasted. If they

spend a little more time a lot less

pleasurably watching the Sunday
Times version, at least they can
comfort themselves that they have
saved several hundred pounds in

doing so.

The danger of

competition
By Christopher Lorenz

M ost people win be sur-

prised to leant that one

reason for Britain's lack

of competitiveness is an “over-em-

phasis on competition’’ on the part

of UK industry.

This startling assertion Is mane

today in a lengthy academic

research programme on British

industrial competitiveness which

was funded by the Economic and

Social Research Council, a

government body-
, ,

More predictably, the study also

concludes that companies must

not just focus car Improving their

strategies, but should also pay

greater attention to changing the

“social institutions” within their

organisations.

The curious-looking allegation

about competition is contained in

the ESRC’s latest “Innovation

Update", entitled Regenerating

British Industry - An Agenda for

Management*.
Together with the US, it argues,

Britain has developed a view that

commerce is all about individual

companies “battling it out with

each other”.

However, in the market-place of

the real world, trade is between

interdependent companies, it

continues. Companies must
remain competitive in order to

win individual deals, bat they also

depend on collaboration with

“networks" of other companies.
rwwrng at a time when most

companies - including those in

Britain - are involved in at least

one strategic alliance, joint

venture or “supplier network", the

ESRC warning looks decidedly

academic, in the pejorative sense

of the word.
Given the equally rampant

fashion for organisational “culture

change” throughout industry, the
same seems true at first sight of

the clarion call for managements
to shift their reformist efforts

away from strategies and
structures on to the “norms and
values” of individuals and groups.

Yet the reality is that many
British companies are still

operating with early 20th century
attitudes and procedures, Haims
Arthur Francis of Glasgow
University Business School, who
co-ordinated the ESRC research

programme.
He cites the (anonymous)

example of a large, well-known

engineering group where

communication between design

and production engmeera ^still

done by letter”, and where

“graduate engineers withtete

20th-century skfllsarest^fr^ted

mechanistically, l*e draftsmen .

Compared with their foreign

rivals, far too many. British

companies give their technical

professionals an inadequate role,

says Francis. , , , , .

“It [British industry] is locked

into organisational structures

which developed when industry

was craft-based. That way of

working was fine in the 1920s, but

is certainly not today.”

Such organisational
arrangements, says the ESRC
“update", make it hard, for

companies to move away from

what it calls the “American

System paradigm" of high volume
and low price, towards the "New
Competition" model of delivering

variety, quality and “fashion" at

low cost
To achieve this, the _ ESRC

document stresses that compan ies

must adopt an innovative

approach to their organisation,

rebalancing the power of different

specialist functions, and creating

new communication finks between

them. They must also .
give

everyone involved a greater sense

of ownership of the product or

service which they are producing.

“It is hard enough for an
individual to change his or her

norms and values, even when
highly motivated,” says the

“update”. “How much hards' it is

for a manager to persuade others

to change in this way."
Institutional change takes time, it

adds - typically 10 years.

If much of this seems Tike

modern motherhood to many
managers, Francis’ research

shows that it is by no means :

-

second nature to everyone. .
. W

But his appeal seems also to be
directed at his fellow academics

and their fumfrng bodies, notably

the ESRC: to abandon their
traditionally rationalist obsession

with research into “hard" strategy

and structure, and to switch

instead to the much “softer” areas

of creativity and organisational

change.
* Innovation Update Tun. ESRC

Information Division . Tpl
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CONSTRUCTION CONTRACTS PEOPLE

National conservation museumBuilding

Welsh oil

terminal
DAVID McLEAN CONTRA
CTORS, the building and civil

engineering arm of the David
McLean Group, has been
awarded the £20m civil engi-

neering contract for the new
onshore facility at Hamilton
Oil Company’s Point of Ayr
terminal in north Wales.
The terminal, which will

handle gas from the Hamilton
and Hamilton North fields, will

be constructed by AOC Inter-

national.

RAF headquarters
JOHN MOWLEM CONSTRUC-
TION has won a £16m fast-

track, design and build project

to provide extensive new office

facilities and accommodation
buildings at RAF Innsworth.
near Gloucester, which will

become the headquarters for

the new RAF Personnel and
Training Command early in
1994.

The scheme comprises two
contracts for Defence Works
Services. An £11.5m contract
for offices and infrastructure
and a £5Jm contract for an offi-

cers’ mess together with
accommodation are being
undertaken jointly by Mowlem
Design Manage Construct or
Bracknell and local Mowlem
company Ernest Ireland Con-
struction of Bath.

Scottish project
LAING SCOTLAND has won a
£5.3m contract for the con-
struction of the Dunfermline
Building Society headquarters
at Carnegie Campus, part of
the Pitreavie bumness park.

The work involves a twosto-
rey headquarters building, a
single-storey ancillary build-

ing, access road, car park and
landscaping. High quality
materials will be used for the

'main building, which com-
prises offices, computer suites

and training areas.

Windsor Castle

GARDINER & THEOBALD
MANAGEMENT SERVICES
has been appointed by the

Royal Household as project

managers for all remaining

phases of the restoration of fire

damage at Windsor Castle.

A disused railway warehouse
(pictured above) in the heart of

Liverpool is to become a
national centre for museum
conservation.

The £5.3m contract to con-
vert the former Midland Goods
Depot in Victoria Street, Liver-

pool, has been awarded to
TARMAC CONSTRUCTION by
the National Museums & Gal-
leries on Merseyside (NMGM).

ALFRED McALPINE
SERVICES AND PIPELINES
has been awarded contracts
worth £20m since April.

The largest of the contracts
is worth £i5m and involves the
construction of foul and storm
water outfalls for Southern
Water Services at east Worth-
ing. The work is being carried
out to comply with an Euro-
pean Community directive for

contracts has been placed with

TEAM SERVICES, based in

London. They include the

refurbishment of 26 gate
lounges, six coach gates and
three passenger piers for BAA
at Heathrow’s Terminal 3.

Team tendered successfully

for the design and build project

after first being appointed to
provide construction consul*

There will be studios, work-
shops and laboratories where
experts can restore valuable
paintings, statues, sculptures,

furniture and fabrics as well as
industrial, maritime and his-

torical artefacts.

The scheme involves com-
plete refurbishment of the
Grade n listed building, a
three-storey rail freight ware-
house built in 1874 which has

the improvement of the coastal

environment On completion in

December the foul water out-

fall will be one of the longest

in Europe.
British Gas has awarded

Alfred McAlpiue two contracts
with a total value of £5m. The
first, worth £3m, is to lay a
900mm diameter overland pipe-

line between the gas offtake
installation at Huntingdon and

tancy services. Work is to be
phased over 20 months
enabling the airport to carry

on normally.

Team is also involved in pro-

jects in Wales. At the Univer-

sity of Wales College of Cardiff

502 residential accommodation
units are being provided for

students with another 207 en
suite rooms at Gwent College

of Higher Education.

lain semi-derelict for several
years.

Total cost of the project is

expected to be £7J2m with a
grant of £L2m from the gov-
ernment's City Challenge ini-

tiative and another £3.5m from
the Department of National
Heritage. The centre is sched-
uled to open in 1995 and a pub-
lic exhibition area will open
the foliowing year.

works at St Neots and Little

Barford in Cambridgeshire.
The work is due to be com-
pleted in October.

The second is for the con-
struction of a 9km long pipe-

line connecting Homdon on
the Hill to the gas offtake
installation at Tilbury in
Essex.

Both projects, at a total cost
of £8.701, must be completed in

time for the next student
intake.

Also in Wales, the company
is to undertake the design
manage the construction of a
35,000 sq ft extension and a car
park at South Wales Electrici-

ty's headquarters in Cardiff.

This is the second of two, simi-
lar projects.

Lord White, the 70-year-old
chairman of Hanson Indus-
tries, is giving up his only
major board appointment in

Britain. He is retiring as a
non-executive director of Brit-

ish Airways after the compa-
ny’s annual meeting on July
13.

His decision not to stand for

re-election is another sign iff

the changing face of the BA
boardroom following Sir Colin
Marshall’s accession to the
chairmanship earlier tw

«

year.

Lord White was recruited to

the BA board at the end of
1989 by his old friend. Lord
King, who led the airline fra:

12 years.

At the time of Lord White’s
appointment, BA had become
embroiled in a controversial
bid to win control of United
Airlines at the height of the

Non-executives
Clive Butler, a director of

Unilever, at TSB GROUP.
Alexander Dyer, deputy

chairman of BOC. at BUNZL.
Nicholas Talbot-Rice has

retired from SECURE TRUST
GROUP.

Charles Swain has retired

from MENVIER-SWAIN
GROUP.

Dennis Bramley, at BELL-
WAY.
John Ashton, already a

director of SHERWOOD, has
become deputy chairman.

Davtd Perry, former
England Rugby Football cap-

tain, at NATIONAL St PRO-
VINCIAL in place of Graeme
Odgers.

Peter Newey at HORNBY
GROUP. Jacques Margry has
resigned.

John WUson, chief executive

of J. Rothschild Assurance, at

DUNH1LL HOLDINGS.

management buy-out boom on
Wall Street It was felt that

the recruitment of Lord White,
a renowned corporate preda-

tor, would help prevent BA
from making a fool of itself by
over-paying for acquisitions.

However, bis presence an the
BA board also led to accusa-

tions that Lord King was sur-

rounding himself with old
friends.

Sir Colin Marshall has
already recruited two new
non-execs, Detta O’Cathain
and Charles Mackay and more
non-exec appointments are
expected as the old BA guard
retire. Sir Francis Kennedy,
the former diplomat who was
Lord King’s special adviser, is

67 and has been on the board
since 1987, while Calor chair-,

man Michael Davies has been
on the board for a decade.

Kenneth Dibben as chair-

man of GLOBAL.
John Stork, former chair-

man of Kom/Ferry Interna-
tional, at KITCHEN RANGE
FOODS.

Michael Whittle at FROG-
MORE ESTATES.
Kenneth Sinclair, former

ffhairman of Barclays de Zoete
Wedd and director of Barclays,
at WELPAC.

John Sheffield is resigning

from the chairmanship of
NORCROS on July 12.

George Robinson has retired

from the board ofMONUMENT
OIL & GAS.
H C Lee has retired from the

board of HSBC HOLDINGS.
Rodney O’Donoghue,

Andrew Cummins, Koji Inane,
Masami Takeiri and Ryuji
Anraku at GESTETNER
HOLDINGS; William Gerahty
has resigned.

Improving the coastal environment
two new installations
constructed as part of

Upgrading for Heathrow’s Terminal 3
A £l5.5m package of new

Biirell’s first brick for

retirement home
Sir James Birrell, who steps

down as chief executive of the
Halifax Building Society in
August, has picked up his- first

retirement job. He is crossing

the regulatory fence to become
a part-time member of the
Building Societies Commission
at the start of next year.

It would be highly unusual
for a retiring chief executive of

a major clearing bank to join

the court of The Bank of
England, which supervises the
banks, but The Building Societ-

ies Commission, does not
appear to suffer the same sort

of inhibitions about possible
conflicts of interest.

The BSC, established in 1986,

is responsible for supervising
the industry. It meets every
three weeks and reviews each
society’s activities frilly at
least once a year.

Although Birrell will be the

first Halifax man to jom the

BSC, until recently the major-
ity of its part time members
were drawn from the building

society movement Apart from
Birrell, chief executive of

Britain’s biggest building soci-

ety. the other members are ;

Herbert Walden, forma- chid,
executive of Heart of England!
Building Society, Jock Wor-
sley, a framer president of the
Institute of Chartered Accoun-
tants, Graham Sunderland, for-

mer chief executive of York-
shire Bank, and Nigel Fox
Bassett, retired senior partner
of Clifford Chance.

Sir James, who has just been
knighted, has been chief execu-
tive of the Halifax Building
Society for the last five years,
having first joined the Halifax
in 1968 as accountant

Former Bass men draughted*
in to Crown Buckley
Crown Buckley, the Welsh
brewer based at Pontyclun,
Mid Glamorgan, has appointed
three non-executive directors
after the completion last week
of Its management buy-out
from Harp Lager, the Guinness
subsidiary.

David Inns. 58. who retired
two years ago as financial
director of Bass, win become
chairman of the company,
which has SO pubs and clubs in
south Wales.

The other new directors are
Jeff Harris, 43, who was man-
aging director until three years
ago of Bass North and is ehw
executive of Castle Leisure, a
Cardiff-based company which
runs bingo clubs, and Andrew
Smith.
Smith, 32, is associate direc-

tor of Prudential Ventures
Management, which was the
lead equity investor in the buy-
out

Coal, is taking over
man of British Coal 1

the arm of the
charged with crea
employment opport
former mining areas
Hunt, a membe

British Coal board, n
John Northard, who
after 50 years in

Harp Lager had held 75 par
cent of the equity since 1990
after Crown Buckley had had
an unfortunate ownership by
Barlow Clowes, the company
run by the financier Peter
Clowes who was convicted of
fraud last year.
The rest of the equity was'

held mainly by clubs and dub
members in south Wales, who
voted overwhelmingly in
favour of the buy-out which
was led by Mike Salter, manag-
ing director of Crown Buddqrfi
The buy-out which was celt?

orated with a barrel of beer
brewed for the occasion, is
seen as safeguarding the future

company's brewery at
Llanelli, Dyfed.

Its best-selling beer is
Buckley’s Best and last year,
the 250th anniversary of the
brewery, a draught beer called
me Reverend James was intro-
duced in honour of its founder.

*ums to nave c
jobs. Another of j

help former emi
work outside tl

Hunt said that B
investing £50m
areas in the mmii
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ARTS
OBITUARY

William Golding: Lord of the sea
I

happened to be there when
Sir William Golding, who
died mi Friday aged 81, met

Auden for the first time. After
saying how much he had
alloyed Lord of the Flies - the
first novel with which Golding
leapt to fame in 1354 - Auden
added that he thought the
older boys on the desert island
would have been more protec-
tive towards the younger ones.
He felt that the appalling cruel-
ties perpetrated as the boys
fight for survival would not
have happened in the way
Golding described.

Golding’s reply came with-
out any hesitation: “Oh, they
might have been protective for
a while. But not in the end. It’s

a question of time. Seemingly
endless time. That was what
would have defeated their
benevolence."

If one had to try to formulate
a single theme underlying
Golding’s entire work as a
writer of fiction, it would be
this: survival in an extreme sit-

uation where time seems end-
less and there is no reprieve. It

would apply as much to the
early books as to his last great
work, the sea-Caring trilogy To
the Ends of the Earth (Rites of
Passage, Close Quarters and
Fire Down Below) revealing
how the passengers and crew
in one of the old 18th century
square-riggers try to survive
amidst the hazards of a voyage

to New Zealand. This work was
an achievement of remarkable
vigour and imaginative com-
plexity for a writer in his sev-
enties. A similar celebration of
heroic endurance underlies
such earlier triumphs as The
Spire, Free Fall, Pmcher
Martin, Darkness Visible, all
of them works of great
originality.

Golding served in the navy
during the war and never lost

his love of the sea. When he
left the service he tried to
become an actor (see The Pyra-
mid). Then he became a clas-

sics teacher before the success
of his first book enabled him to
retire from that profession. He
lived for many years at Broad

Chalke near Salisbury and
then in Cornwall where sailing

was one or his chief recre-

ations. Another was the game
of chess which he played with
a cheerful aggression.

I had many enjoyable games
with him in recent years - not

over the board but by corre-

spondence. In one of them In

1983 he was in a winning posi-

tion when the award of the
Nobel Prize for Literature

intervened and amidst all the

excitement he foiled to see that

be had left either a rook or a
bishop exposed to capture by
my knight. “Oh fork it!" he
wrote back in a note announ-
cing bis resignation, and
requesting a new game.

Golding's occasional visits to

London were much treasured
by his many friends in the lit-

erary world. Many of those
attended a luncheon to cele-
brate bis 80th birthday given
by his publishers, Faber. The
guest-list spanned several gen-

erations of literary life from
the poet Stephen Spender to

the novelist ishiguro as well as
a strong group up from Corn-
wall. It was some indication of

the respect with which Golding
was regarded by his peers. If

persona] memories of him will

fade with time, his work seems
certain to endure.

Anthony Curtis

BBC ‘Cardiff Singer of the World 1

Singing in snippets

L
ooking at cities Is the
best possible way of
learning about architec-

ture. The City of London is a a
microcosm of the architectural
world - and one that is facing
problems of renewal after the
recent terrorist outrages.
There is a whole crop of new
committees, public relations
outfits and quangos dedicated
to the promotion of London,
but none of them stress the
extraordinary quality of the
built world of the City. The
best way of understanding a
city is to immerse yourself in
its changes by walking about
it Even better is to walk about
it with a camera.
In the excellent Museum of

London in the Barbican until

July 4 is an exhibition. The
Square Mile, that focuses on
the City of London through the
lens of the camera of artist-

photographer Tom Evans. He
trained as an architect in Bris-

tol and spent the early part of
his career as a personal design

assistant to the great engineer,

the late Sir Ove Arup. Today
he runs a consortium known
as CITE, which is concerned
with new technology, design
and the visual arts, when be is

not taking photographs.
What is fascinating about his

view of the City of London is

that it is concerned with archi-

tecture as a force for change.

He demonstrates that a photo-
graph can make you look again
at what you thought was famil-

iar. He also shows that it is

possible to record those crucial

moments when a city alters

direction or destroys a part of

itself to renew another part
Tom Evans began his photo-

graphic odyssey in the City in

1989. at the height of the great

Thatcher building boom. In

many ways the City threw cau-

tion to the winds, galvanised

by the illusory “threat" of

Docklands. Planners and politi-

cians encouraged changes
which led to a level of redevel-

opment that had not been seen

since the years following the

Blitz. Electronic miracles were
to change architecture and
office planning for ever -

although this is something
that has not yet been fully

grasped. New buildings grew
like mushroom spores: some
were filled but many were not
The financial climate of the

1980s acted as a great catalyst

for architectural change. Some
developers welcomed it with

open arms and tried to accept

the fact that buildings now
have to wear new clothes - or

may even have to wear no
recognisable clothes at alL

Other developers tried hard to

hang on to their old clothes, or

revive them in new materials.

Architecture/Colin Amery

Photographing a
changing City

God stands dose to Mammon in Tom Evan's photo of Wood St with the Broadgate centre behind

As Tom Evans says in the
introduction, “a new chapter of

the (Sty's history was visibly

being written in steel, glass

and concrete, and the forms
created have led to heated

debates about the very nature

of architecture, planning, and
even the purpose of the City

itself"

The NatWest tower, designed

by Bichard Seifert in 1970, was,
at GOO feet, the highest building
in tbe City. Now its future is

very uncertain: damaged by
bombs but not ruined, can it be
rebuilt or should it be demol-
ished to allow a new tower to

rise? The photograph that
shows it, in 1980 from Thread-
needle Street, almost suggests
its temporary character.

In a special section of the

exhibition Mr Evans reminds
us that in the City tbe bouses
of God stand very close to the

houses of Mammon. Too close

for comfort in the case of Saint
Etbelburga’s, which was
recently bombed in Bishops-

gate despite having survived

the Great Eire and the Blitz.

But he is right to make us look

again at tbe glories of St. Dun-
stan’s tower; All Hallows Lon-

don Wall; St. Helen’s; St. Law-
rence Jewry and St. Nicholas
Cole Abbey. We should not for-

get the wonderful interiors of
the City’s churches; look again

at St Magnus Martyr in Lower
Thames Street and forget tbe
horror of the endless stream of
passing cars, reflecting upon
what T. S. Eliot called the,

“inexplicable splendour of
Ionian white and gold."

Only a good photographer or
an artist can draw attention to

the spaces between buildings;

they matter as much as actual
buildings in the whole scheme
of a city. In many of the newer
developments, especially
Broadgate, a great deal of
thought anrt design has gone
into the new squares and atria.

Exchange House from Prim-
rose Street is a good place to

see the approach of a careful

developer who shows concern
for the City as well as his prof-

its. The Thames and the sky
are both City spaces and the

camera focuses our eyes on the

scale and the whole nature of

the spaces we move around in

each day.

I had almost forgotten that

the City of London does still

have tiny courtyards and
alleys - St. Michael’s Alley;

George Yard; Nicholas Lane.
All are agreeable and part of

the more human scale that all

cities need. Mr Evans quotes
Gustave Dore’s wonderful lines

written in the 1870s about “the
narrow streets and lanes of the

City” where he found “tumul-

tuous episodes of energetic

money-making life”. So unlike
the silent moves of a silver

computer screen.

It was a brave idea to try and
show how a close examination
of the fabric of the City reflects

wealth and status. The pol-

ished mahogany of old fash-

ioned tailoring shops; tbe
heavy stonework of the Bank
of England; the pompous doors

of great institutions and the

festive facades of St. Paul’s

Cathedral. What can you say
about the thin marble veneers

of the 1980s and the sham clas-

sicism and strange detail of so
many recent buildings? It is

the new top layers of the City
that are added by every gener-

ation that both shock and fas-

cinate. These pictures show
the City as a palimpsest in

stone and concrete and cheap
veneer - and they subtly
reveal to us the nature of

architectural change. They are

a challenge to make you go out
into the streets of the City and
look and experience the sense
of flux; an experience that

combines both pleasure and
pain.

A basic unfairness of

biennial Cardiff singing

competition is some-
thing its team of judges can do
nothing to rectify: that is, that

the human equivalent of a
cello should be required to

compete against that of a pic-

colo, bassoon against violin,

xylophone against trombone.
(There is an even more basic

unfairness - that singers in

the business of forming them-
selves as artists should be pres-

sured into seeking this artifi-

cial boost up the career-ladder

at all - but as it is intrinsic to

all musical competitions, even
I hardly dare hold the “Singer

of the World" originators
responsible.)

Still, this year's event did

make clear just how highly

this competition now rates

internationally. The seven-per-

son panel of judges, chaired by
the Welsh National's Matthew
Epstein and including Joan
Sutherland, Marilyn Horne and
Gerard Souzay, was distin-

guished. Twenty-five countries

had sent a singer each to Car-

diff; to judge from last week’s
nightly television evidence of

the five semi-finals (of which
more later), not one fell below
a certain level of professional

competence, and 1 have a
hunch several unrepresented
in the St David's Hall final on
Saturday will go on to have
useful careers.

Best or all - or worst,

depending on one's view of the

seemliness of first prizes in

such circumstances - the five

finalists were all singers of

considerable merit. Different

merit, that is: different artistic

ambition, stage of vocal devel-

opment, quality of personality.

The winner was Inger Dam-
Jensen (29, Denmark): this was

a safe, popular and eminently
arguable choice, since she has
charm of person, a “finish” to

her clean, bright, agile high
soprano, enviable efficiency of
delivery in the spotlight. I

found her range or colour and
emotional expression oddly
limited (in the Mozart concert
aria “Mlseral dove son?”
particularly).

Myself. I should have lobbied
hard for the other Scandina-
vian soprano, Nina Stemme
(30. Sweden), plainly a front-

rank Wagnerian and Straus-
sian in early bloom, with soft-

textured warmth in her tone,
gracious, long-lined phrasing,
and a top that shiningly filled

the hall without forcing.
Maybe her choice - Lla’s air
from Debussy’s Enfant Prodi-

gue, Mimi's “D’onde lieta usci",

“Leise, leise” from Der Freis-

chQtz - was too unshowy. her
whole approach too “inward”:
but then, such marks of artis-

tic seriousness are seldom com-
petition advantage-points.

I should also have been pre-

pared to accept the case for the
Ukrainian-born, Kirov-based
baritone Vassily Guerelo (30),

whose out-of-form discomforts
(he had a cold) could not dis-

guise tbe grandeur, tonal sub-
stance and old-fashioned clout

of a truly significant vocal
instrument, yet another in the
astonishing recent Kfrov bari-

tone line.

Paul Whelan (26). a giant
New Zealander, took the Lieder
prize. He had offered both the
most adventurous programme
and the greatest versatility; at

this young age his hugely
promising big bass-baritone is

not yet “true” throughout its

range. Tito Beltran (27, Chile)

cultivated audience favour by
closing with “Nessun donna";

he too has youthful promise
(notably a dean, unforced top,

as shown in Faust's cavatina),

and charm of person, not
enough of which seems to filter

into his stock or Latin-tenor
emotions and vocal postures.

In the hall on Saturday even-

ing one could at last judge
each of these singers “os is

1
'.

This was a relief after the five

preceding BBC-2 programmes,
not one of which I had been
able to watch without mount-
ing rage. Each was 50 minutes
long yet by no means a full or
even reasonable sampling or

the semi-final singers. Instead,

we were given programme Pre-

sentation with a capital P:

much interspersed chitchat,
pretty pictures of Cardiff

arcades, a liberal smearing of

“feel-good" jollification.

The habit of snipping of sing-

ers' items to make room for all

the “context” touched its anti-

artistic nadir on Friday, when
Guerelo’s Macbeth excerpt was
shorn of its aria proper. The
expert commentators seemed
to be placed on oath not to

utter any word of meaningful
vocal criticism (but Elaine Pad-

more on Tuesday and Mark
Elder on Wednesday managed
to sneak wise comment under
the barbed wire). Television

accounts of cricket, tennis or

snooker competitions are not
subjected to so shaming a
brand of popularisation-sweet-

ening. That it should be
deemed necessary for opera
says a lot about current levels

of culture at the BBC.

Max Loppert

1993 competition sponsored by
BP

Aldeburgfa Festival/Andrew Clements

Goehr and Takemitsu
Torn Takemitsu is the featured

composer at Aldeburgh this

year, and Peter Serkin very
much the featured performer.

Richard Fairman mentioned
Serkin’s performance of the
Goldberg Variations in his

report on the opening weekend
and the pianist appeared again

at the Snape Waitings on Fri-

day, when Oliver Knussen con-

ducted the London Sinfonietta

in an enterprising 20th century

programme which was also

relayed on BBC Radio 3.

There was the statutory
piece of Britten - the Nocturne
sung by Adrian Thompson -

and an hors d’oeuvre from
Knussen himself in the shape
or his 1978 Skryabm Settings,

piano miniatures craftily

turned into chamber-orchestra
studies. Between them Serkin
revived Alexander Goehr’s
Piano Concerto from 1972, and
Knussen introduced Takemit-
su's Archipelago S-, commis-
sioned by the festival

Goehr's Concerto was writ-

ten for Daniel Barenboim and
is full of pianistic touches and
tangled, sinewy keyboard writ-

ing. As so often in Goehr the

argument seems driven by its

harmony rather than its

rhythm; there are ghosts of
classical archetypes behind its

pair of movements, and an
orchestral palette designed to

keep the accompaniments
bright and limpid. The borden
of the argument is consistently

taken by the soloist and Serkin

projected it all superbly, giving
Goehr’s lines a brittle lyricism

and bite which made light of

the work’s complexities. The
rewards come slowly and only
sporadically through the first

movement, but the second,

hybridising slow movement
and finale, moves towards a
very positive climax in which
Serkin was bold and thrillingly

convincing.

Archipelago S proved to be
another luminous sample of
Takemitsu’s Debussyan poetry,

a 14-minute essay in call and
response between three antiph-

onal groups and a pair of solo

clarinets stationed at the back
of the hall. The title comes
with Takemitsu's usual bundle

of allusions: the “S” refers to

archipelagos - Stockholm,
Seattle, the Seta Inland Sea -

which have most captured the
composer's imagination, and to

Snape itself “I wanted to cre-

ate a piece”, says Takemitsu,
“wherein the [instrumental]
islands calling out to each
other across the great dis-

tances separating them could

be experienced as a metaphor
for the universe."

There are some stirring

exchanges, melodic figures

that are passed around the

groups then out to the offshore

clarinets and back again,
almost theatrical pronounce-
ments by solo trumpets and
horns, and impressionist
washes which round out the

sound world. It is music of the
rhapsodic moment, full of
beautiful sound objects fault-

lessly arrayed. In this perfor-

mance everything was m place;

the extreme precision that Tak-
emitsu's poetry demands was
impressively achieved by
Knussen and the 21 Sinfonietta

players.
*

The “Composer's Portrait" has
become a regular fixture at

Aldeburgh. The subject this

year was Peter Paul Nash,
whose programme on Saturday
afternoon included three of his

own works interspersed with
piano pieces by Ravel, Sibelius,

Bach and Norgard, neatly
played by Rolf Hind. Two song
cycles sung by Sarah Leonard
- the student Terrace from
1971, setting Wallace Stevens

in a post-Schoenberg, post-

Ravel mode, and the 1988 In a
Walled Garden on Tennyson -

were invoked to demonstrate
the development in Nash’s
style, though the difference

seemed much more a question

of attitude, of ironic undercut-

ting in the later work, than of

profound linguistic changes.

The novelty was the first

performance of Nash’s Second
String Quartet, introduced by
the Brindisi Quartet. It’s a sub-

tle and intriguing 12-minute
structure fashioned from a
sequence of a dozen aphoristic

movements, which on another
level are shaped into an intro-

duction-fast-slow scheme.
Towards the close chiming
bells are heard, and the music
delves back into the 19th cen-

tury (was it to Smetana per-

haps, or Sibelius?) for a fond
reminiscence before moving on
to an enigmatic close.

BERLIN

MUSIC/DANCE
Deutsche Oper Wed and Sure Lucta

efi Lammermoor with Luda Afiberti

and Francisco Araiza. "Tnurs: rroeiio-

Fri: Die lustigen Weiber von

Windsor. Sat and next Mon: La

boheme. July 1: new Peter

Schaufuss production of Sleeping

Beauty (341 0249)

Staaisoper unter den Linden

Tonight II barbiere di SMgfe.

Tomorrow: Swan Lake. Wed anci

Frfc Daniels GatB conducts Augusta

Fernandes* new production of

Rigotetto. with Giancario Pasqueno,

Ruth Ann Swenson and Vicente

Ombuena. Thurs and Sat Madama

Butterfly. Sun: BrtfQhrung (200 4762)

Phflharmonie Sun, next Monand

Tues: James Conkxi conducts Benin

Philharmonic Orchestra In Wabar,

Ibert and Dvorak, with flute soloist

Karlheinz Zodter (2548 8232)

THEATRE .

A new production of Shakespeare s

A Midsummer Night's Drearn«n

be seen at Schiller Theater, directed

by Hans Neuenfeis. The same

company performs Stephen

Poliakoffs Strawberry Fields at

Werkstatt (312 6505). The new
Marlene Dietrich musical can be
seen daily except Mon at Theater

am KurfQrstendamm (300 6000)

BERLIN FESTIVAL
This year’s festival (August

31 -September 30) is a meeting point

between Europe and Japan, with

performances by the Tokyo Ballet,

the New Symphony Orchestra of

Tokyo, traditional Kabuki and Noh
theatre companies and other

Japanese ensembles. Peter Brook’s

Paris-based company brings his

latest theatre piece, L’Homme quL

The main symphonic programmes

are conducted by Claudio Abbado,

Kurt Sandaling, Vladimir Ashkenazy,

Roger Norrington. Daniel Barenboim

and Klaus Tennstedt. There will be

piano recitals by Maurizio Pottfni

and Alfred BrencW (Berliner

Festsplefe, Kartenburo. Budapester

Strasse 50, D-1000 Berlin 30. Tel

254890 Fax 254 8911)

BERLIN PHILHARMONIC 93/94

After a long absence. Cartas Weiber

win return to the orchestra next June

to conduct the annual charity

concert organised by the German

president Richard von WeasScker.

The president's concerts this year,

on October 8 and 9, are to be

conducted by Claudio Abbado. with

a programme devoted to Mahler’s

Ninth Symphony. Later in October,

Abbado takes the orchestra on a

North American tour. The New

Year’s Eve programme in Berlin

Is devoted to music by Wagner.

Abbado will also preside over a

concert series on a Faust theme.

Next year’s Europa concert on May

1 will be in Meiningen, followed

by a European tour. The line-up

of quest conductors for the

orchestra's subscription concerts

in Berlin Includes Bernard Haitink,

Riccardo Muti, Georg Solti and
Sknon Rattle, who conducts three

concerts in November and six next

April (2548 8232)

NEW YORK
THEATRE
• Wss of the Spider Woman: a
Kander and Bab musical, based
on the Manuel Pulg novel about
two men in a South American prison

with vastly different perspectives

on life (Broadhurst Theater, 235
West 44th St, 239 6200)

• Late-

Ufa; A.R.Gumey’s
unanimously praised new comedy
about a man and woman who meet
after a 30-year separation

(Playwrights Horizons, 416 West
42nd St, 279 4200)

• Angels m America: MRenium
Approaches: the first part of Tony

Kushneris epic, freewheeling play

about gay flfo, Aids, Reagan-era

politics and Mormonism. Not to

be missed (Waiter Kerr, 219 West
48th St, 239 6200)

• The Who's Tommy: a stunning

stage adaptation of the classic 1969

rock opera, a collaboration between

its original principal author, Pete

Townshend, and director Des
McAnuff (St James, 246 West 44th

St. 239 8200)

• The Sisters Rosensweig: Wendy
Wasserstein’s play, a comedy with

serious undertones, about the

reuntan of three American Jewish

sisters in London (Ethel Barrymore,

243 West 47th St, 239 6200)

• Crazy for You: award-winning

Gershwin musical comedy (Shubert,

225 West 44th St, 239 6200)

• Guvs and Dolls: a too-notch

revival of the 1950s musical (Martin

Beck, 302 West 45th St, 239 6200)

• Fool Moon: a comedy with

physical humour, chaos and music,
written by and starring David Shiner

and Bill Irwin (Richard Rodgers,

226 West 46th St 307 4100)

• Someone Who'll Watch Over
Me: Frank McGuinness's play about

three Western hostages in Beirut

starring Michael York, Stephen Rea
and Chuck Cooper (Booth, 222
West 45th St 239 6200)
MUSIC/DANCE
• New York City Ballet winds

up Its two-month Balanchine

Celebration at State Theater this

week with choreographies from the

late 1970s, including Walpurgisnacht

Ballet Ballade and Union Jack. The
season ends on Sun with a
programme entitled Dinner with

Balanchine (870 5570)

• Kurt Masur conducts the New
York Philharmonic Orchestra In six

concerts at Carnegie Hall on July

14, 15, 21. 22, 28 and 29. The

programmes are devoted to

Schumann and Brahms, with

soloists including Garrick Ohlsson

and Shlomo Mlntz (247 7800)

• New York City Opera opens

its 50th anniversary season on July

28- There will be new productions

of Tippett's A Midsummer Marriage

(Sep 9. NY premiere), Ezra

Laderman's Marilyn (Oct 6), Lukas

Foss’s Griffelkln (Oct 7), Hugo

Weisgafl’s Esther (Oct 8) and the

Rodgers and Hammerstein musical

Cinderella.

Revivals include the original 1904

version of Madama Butterfly, Tosca.

Romberg’s The Student Prince. The

Mikado, La Rondine, Le nozze di

Figaro and TurandoL The opening

orodnotions are Carman and I a

boheme (870 5570)

PARIS
DANCE
• This is the final week of the

Royal Ballet season at Theatre des
Champs-Elysees. From tomorrow
till Sun, the company performs
Anthony Dowell's production of

Swan Lake and two mixed bills,

including Balanchine’s Ballet

Imperial, MacMillan's Gloria and
Scenes de Ballet, and Ashton's A
Month in the Country (4952 5050)

• Frankfurt Ballet is in residence

this week at the Chatelet with

William Forsythe’s Impressing the

Czar, daily from tomorrow tin Sat
(4028 2840)
• Ballet de I'Oprira de Paris

presents a Balanchine/Robbins

production at Palais Gamier, first

night on Thurs, daily except Sun
and Mon till July 10 (4742 5371)

• Tanztheater Wuppertal has a
programme of two Pina Bausch
choreographies, rate of Spring and
Cafe MQIIer, daily from tomorrow

till Sun at Theatre de la VHIe (4274

2277}

OPERA
Oprira Bastille Tonight Wed: Julius

Rude! conducts revival of Jorge

Lavetfi’s production of Faust with

Giuseppe Sabbatini, James Morris

and Nancy Gustafson. Tomorrow,

Thurs, Sat: Myung-Whun Chung
conducts Jose Luis Gomez's new
production of Carmen, with Beatrice

Uria-Monzon, Barry McCauley and

Barseg Tumanyan. Both productions

rui till mid-July (4473 1300)

Oprira Comique Tomorrow. Wed,
Fri. Sat Sun, next Tues and Wed:
WUJIam Christie conducts Les Arts

Flnrisnante In .l«in-Marip ViUnior'c

production of Marc-Antoine
Charpentier’s Med6e (4286 8883)
CONCERTS
Thurs arid Fri at Basilique de
Saint-Denis, Sat at Salle Pleyel:

Seiji Ozawa conducts Orchestra
National de France in Mahler's Third

Symphony, with Florence Quivar
(4243 7772/4561 0630). Fri at Eglise

Saint-Eustache: Jacques Merrier
conducts Orchestra d’lle de France
and Chorus In sacred music by
Saint-Saens and Gounod (4078
6969). Fri at Salle Pleyel: Marek
Janowski conducts Orchestra
Philharmonique de Radio France
in works by Mozart and Richard
Strauss, with piano soloist Alicia

de Larrocha (4561 0630). Fri at

Op6ra Bastille: members of the

Opera orchestra play chamber
music by Mozart and Beethoven
(4473 1300). June 29 at Chatelet

Pierre Boulez conducts London
Symphony Orchestra, with piano

soloist Daniel Barenboim. June 30:

Simon Rattle conducts CBSO (4028

2840)
JAZZ/CABARET
Lionel Hampton Jazz Club Blues

guitarist and singer Joe Louis

Walker and toe Bosstalkers are in

residence this week. Music from

22.30 (Hotel Meridian Paris Etoiia,

81 Boulevard Gouvion St Cyr, tel

4068 3042)

THEATRE
• The Taming of toe Shrew:

Jerrime Savary’s Shakespeare
production starring Jacques Weber
and Christine Bolsson. Daily except

Sat, Stm and Mon till July 4 (Theatre

national de ChaitJot 4727 8115)

• The Pelican: a rare Ibsen,

directed by Alain Milianti. Daily

except Mon till July 4 (Odrion
Thofltro Ha I’Piimna AAAI

ARTS GUIDE
Monday: Berlin, New York
and Paris.

Tuesday: Austria. Belgium,
Netherlands. Switzerland.
Chicago, Washington.
Wednesday: France, Ger-
many, Scandinavia.
Thursday: Italy, Spain,
Athens, London, Prague.
Friday: Exhibitions Guide.

European Cable and
Satellite Business TV
(All times are Central Euro-

pean Time)
MONDAY TO THURSDAY
Super Channel: European
Business Today 0730; 2230
Monday Super Channel:
West of Moscow 1230.

Super Channel: Financial

Times Reports 0630
Wednesday Super Chan-
nel: Financial Times
Reports 2130
Thursday Sky News:
Financial Times Reports
2030; 0130
Friday Super Channel:
European Business Today
0730; 2230
Sky News: Financial Times
Reports 0530
Saturday Super Channel:
Financial Times Reports
0930
Sky News; West of
Moscow 1 130; 2230
Sunday Super Channel:
West of Moscow 1830
Super Channel: Financial

Times Reports 1900
Sky News: West of
MOSCOW 0230: 0530
Sky News: Financial Times
Reports 1330; 2030



And now old Jolyon [Forsyte

J

rose to present the report and
accounts. Veiling under a Jove-

like serenity that perpetual

antagonism deep-seated in the

bosom of a director towards his

shareholders, he faced them

calmly - John Galsworthy. The
Man of Property, 1906

L
ord Hanson’s recent

attempt to curb his

shareholders at their

annual general meet-

ings has a distinguished pedi-

gree. Hanson, it may be recal-

led, aimed to restrict the scope

for members to ask questions,

nominate directors or put for-

ward resolutions. Last week,

under pressure from big insti-

tutional shareholders, he
backed down. But his attempt

will have struck a chord with

generations of chairmen, chiv-

vied at their AGMs by activists

on any topic from apartheid to

Aids and the environment.

Hanson v/as perhaps an
unexpected company to try

such a tactic. On the one hand,

its activities ought to make it a

sitting target. It rips up large

tracts of countryside for coal

and gravel, blots out even
larger tracts with monocul-
tural forestry and makes a

quarter of its profits from a

dangerous and addictive drug,

tobacco. But its tightly con-

trolled AGMs are calm and
complacent affairs, with only

the occasional muted protest

on behalf of Navajo Indians or

the medical profession.

The whole episode neverthe-

less raises the question of the

purpose of AGMs. For the pro-

fessional investor, the sole

interest normally lies in the

chairman's statement. 7/hicb

might or might not contain
price-sensitive clues on current

trading. Hie rest is mostly rit-

ual: the reappointment of

directors and auditors, a few
token questions, a laudatory
address from an institutional

shareholder and a cup of tea. If

the meeting is formally
restricted to this, is any of its

original purpose lost?

Voice of

the little

guy
Tony Jackson
on the small
shareholder’s
right to speak

The law gives remarkably lit-

tle guidance. The Companies
Act sets dawn that a company
must hold an AGM at least

once each calendar year. It

says nothing about what
should happen at it. The hand-
fid of other things a company
must do. such as appoint audi-

tors and lay the accounts
before shareholders, need not
strictly be done at the AGM.
The whole ritual is in fact a
matter of custom and practice,

partly enshrined in the London
Stock Exchange's ratebook,

but mostly at the company's
own discretion.

T
here are rather more
clues in. the AGM’s
history. Mr Richard
Fleck, a partner in

City law firm Herbert Smith,
says: “In the old days, every-

thing was done by partner-

ships. That required partners
to agree on a course of action,

which could only be done in

meetings, by majority vote.

When limited companies were
allowed by law in the mid-19th
century- that concept was
embodied in legislation."

The next step was to allow a
company to act on a majority
not of its members, but of
those attending the meeting.
"That gave the meeting a sta-

tus it didn't have before." Mr
Fleck observes. "It also meant
a weakening of the ways in

which a company’s members

could act What Hanson pro-

posed would have made it

more restrictive again, by fur-

ther concentrating power in

the hands of the board and a
minority of powerful share-

holders."

It could be argued that this

concentration of power hap-

pened long ago. The financial

institutions, acting alone or in

established pressure groups,

tell companies what they want
behind dosed doors. The AGM
functions chiefly as a threat: if

companies do not knuckle
under, the argument will be
conducted In the open. Ironi-

cally. this is just what hap-

pened with Hanson. The insti-

tutions made their objections

in private, and a public vote on
the proposals was abandoned.
As might be expected, not all

the institutions were opposed
to Hanson. One of the larger

ones privately dismissed the
objections as hot air. Resolu-

tions. it said, had to be given

careful thought, not dreamt up
at meetings. There was no case

for "corporate governance by
guerrilla ambush

1
’.

Whether the institutions

should be allowed to get away
with this is another matter.
For one thing, around a quar-

ter of the shares in the average

UK company are still held by
individuals. For another, the

institutions cannot always be
relied upon to speak with one
voice, or in the right cause. In

the matter of excessive execu-

tive salaries and pensions, for

instance, many are hampered
by the salaries they pay them-

selves.

There is another, more fun-

damental reason for not gag-

ging the small shareholder.
Company directors and fund
managers tend to be rather

conventional people. Being
harangued by cranks and
visionaries may be a weari-

some business. But on some
issues, such as apartheid and
the environment, companies
occasionally end up wishing
they had listened to the

cranks earlier.

T
he calm at the Bank of

Japan’s imposing
headquarters in
Tokyo, one of only a

handful of buildings in the city

which survived the 1923 earth-

quake, was unruffled on Friday
afternoon by the tumultuous
events unfolding in the Japa-

nese parliament

As the Japanese government
watched its authority slip

away, Mr Yasushi Mieno, the

bank's redoubtable governor,
was unperturbed.

Mr Mieno. wbo became gov-

ernor in late 1889, is Ear more
than a central banker. He Is a
fiercely, skilfully independent

figure who inspires loyalty

among his staff, commands
respect from his peers and pro-

vokes anger among many poli-

ticians who believe he should
be their servant The Bank of

Japan’s formal independence
from the finance ministry and
its political masters is limited,
but Mr Mieno has won more
autonomy for the bank than

any recent governor.
Yet the 69-year-old governor

is not a dry technocrat His
views on the role of monetary
policy are spiced with reflec-

tions upon everyday life. Mr
Mieno has a vision of Japan
that stretches beyond econom-
ics into the nation’s moral and
social wellbeing. That clarity

of purpose will be particularly

important in the next few
months as Japan enters a
period of political instability

and uncertainty, ushered in by
the government's defeat on Fri-

The mistakes that
led to the bubble
have left a scar

upon Japan’s elite

of bureaucrats

day in a noconfidence vote.

The general election on July

18 is widely expected to leave

the country with a weak and
unstable government. Amid
the uncertainty, Mr Mieno's
authority will be vital to lend

stability to economic policy.

The political upheaval has
come at a time when the econ-

omy is "in a very delicate

stage”. Mr Mieno says, after a
two-year downturn from the
high growth of the late ISSOs.

The length and profound
adjustment may be nearing its

end. he indicated.

"Starting from the latter half

of 1993 we can expect the econ-

omy will start recovering,

although it will be mild." he
explained.

The government's pump
priming measures, worth about
Y24,000bn since last August,

times^onpayjune^i 1993

Yasushi Mieno, Bank of Japan governor, talks to

Richard Lambert and Charles Leadbeater

Disciplinarian

with a vision
combined with interest rates at

a historic low of 2^ per pent
should support the economy,
Mr Mieno believes, while the
“foundations for private auton-
omous recovery in the latter

half of fiscal year 1993 are
steadily being prepared".

This autonomous recovery in
personal consumption and cap-
ital investment should be
underpinned by the improving
health of the Japanese banking
system. The main Japanese
banks are heavily burdened by
bad debts, the aftermath erf the
collapse of the speculative
property market of the late

1980s.

Mr Mieno believes the banks
are sorting out their problems
by cutting costs, aggressively
writing off bad loans and
rebuilding their weakened bal-

ance sheets. Yet he is careful

not to overstate the banks’
progress: “It is steady and
good, in the right direction, but
I would not say it was very
bold."

The main danger is the defla-

tionary impact of the yen’s
rapid appreciation «gain<rf the
dollar. The yen rose from
about Y125 to the dollar at the
turn of the year to about Y1Q5
early last week. The political

crisis is expected to pull the
yen back to at least Y110.
Mr Mieno said he would

"keep a close watch on the
deflationary impact of the
strong yen". Yet the yen's
strength will be only one factor

he will take into account in
deciding whether to cut inter-

est rates again, as many Tokyo
ftnanrial analysts ptpprt him
to.

The yen’s rise has compli-
cated the bank's mam mission,

which Mr Mieno said was to

"stabilise the value of the cur-

rency and stabilise the finan-

cial system".

He went on; “Generally
speaking, when there is a
sharp fluctuation in the value
of the currency by a sharp
deflation or inflation, at the
same time it is very difficult to

keep a sound financial sys-

tem."
Mr Mieno won his reputation

as a disciplinarian by raising

interest rates four times to 5

Mieno: T am rather optimistic for the longer tens’

per cent in the 20 months after

he become governor, to deflate

the speculative bubble econ-

omy of the late 1950s. Yet he
was closely involved in the

back's earlier decision to keep
interest rates at 23 per cent for

more than two years from Feb-

ruary IPS7. which help to
inflate the bubble.

This laxity is sow the cause
for cGcrritiom “I regret that we
did no: act much faster. We
kept cur interest rates low for

a long period of rime.”

The mistakes which led to

the bubble have left a deep
scar upon Japan's elite of eco-

nomic bureaucrats. Mr Mieno
is no exception. believing that

the babble was not just an eco-

nomic problem fer Japan, but
also a threat to its moral fibre.

He explained: “The bubble
taught us the dreadfulness of

the speculative economy." The
awfulness of economic excess

was matched by a social dan-

ger. speculation threatened to

undermine the work ethic and
Japan’s relatively egalitarian

distribution of income.

Mr Mieno said: "The bubble
hurt the soundness and stabil-

ity of Japanese society. The
efforts of labour which is to

work with sweat on your fore-

head has been weakened.
Morale was reduced and there

was imfaimpss in the distribu-

tion of wealth."

With the bubble's painful les-

sons learnt, Mr Mieno is opti-

mistic about the economy’s
long-term potential as long as

Japan plays to its strengths.

He said: "In the postwar era
three factors contributed to
Japan’s economic growth: high
levels of saving, a hard work-

ing attitude and great entrepre-

“^foster the latter quality in ,

particular Mr Mieno believes m
s

further deregulation is

required, a theme Oiat the gov-

ernor believes should grade

japan’s response to US

demands for a cut m the Japa-

nese trade surplus which is

expected to reach $150bn this

year.

“First, we should keep our

economy on a nro-inflationaiy .

stable path and second we

should deregulate and recon-

sider our trading practices to

open up. our market further,”

he said. *
.

As far as economic stimulus

to boost demand for imports is

concerned. Mr Mieno said: "We

have already done what we can -

on the economy.” He added

that the trade imbalance with £
the US mainly resulted from ..

Japan's high savings, which

constrained consumption and

demand for imports.

Mr Mieno warned that Japan

and its trading partners would

pay a high price if Japan tried

to cut the surplus rapidly

through stimulating its econ-

omy: “That will certainly cre-

ate inflation and would not be

good for the Japanese economy

or for the stable growth of the

world economy."
The alternative was further

structural reform to “heighten
the transparency of our market

and our economic system", be -

said.
w

Mr Mieno does not underesti-

mate the scale of the challenge

facing the Japanese economy.

"The Japanese economy is fee-

ing a task which we have not

experienced before, factors

such as a sharp increase in the

old-age population, charges in

working habits and the after-

effects of the bubble. All these

could restrict the growth of the

Japanese economy," he noted.

Yet Mr Mieno is undaunted:

his sense of discipline is the

source of his confidence. Mr
Mieno's generation believes the

austerity it underwent amid
the poverty after the second
world war was the foundation

for the high growth that foL jl

lowed in the 1950s and 19605. In *
Japan low inflation can be
delivered without high unem-
ployment aid low growth, Mr
Mineo believes.

So the qjggpgtifwi that, the
Japanese economy may grow
more slowly in the future pro-

vokes a sweeping dismissal: it

would be tantamount 'to fail-

ure.

Mr Mieno concluded: "L am
rather optimistic for the longer

term. The idea that we should
learn to live under low eco-

nomic growth is a pathetic

notion.”

The view from Jack’s front room
Acres of rolling Kent countryside. 560 acres in all at The London

Golf Club where Jack is the new Honorary Club Captain.

But Jack's involvement is much more than ‘honorary’. For his

Golden Bear Company supervised the whole LGC complex and Jack

personally designed the ’Heritage' course.

The view from the Long Gallery Bar is breathtaking. But so, too. are

the views from the other terraces which help to make the dubhouse
something really special. And with internal and externa] spa baths,

an international restaurant and a Teppanyaki Bar, members and
their guests will be able to recover from the challenges of the
courses in supreme comfort.

Indeed, from the moment members arrive at the LGC they will find

a level of service and comfort seldom experienced at other clubs.

Their golf bags will be transported from car to starting area. And
then they have the choice of buggy, caddy or both. Of course, if

members want to carry their own golf bags, that’s fine too.

There are two magnificent 18-hole courses at LGC. And

with 5 tees at each hole, you need never grow bored. In

fact, the whole design is geared to providing fun and

challenge for low and high handicap players alike.

In Jack Nkklaus's words:

“I believe that golfshould

be more a game of

precision than power and

that a good golf course

would reward the player

who uses his mind ahead

of his body strength".

It adds up to a golfer's

paradise and a room

with a view. And all this is just a short drive (and 3 iron!) from

central London.

For further information on membership and to arrange your visit

around the Gub.just ’phone 0474 854466 orfax 0474 854798.

Alternatively Just pop your business card in an envelope and

post it to The Membership Secretary. The London Golf Club,

South Ask Manor Estate. Stansted Lane. Ash. Nr. Sevenoaks,

Kent TNI5 7EN.

LONDON
GOLF CLUB

Sanpb' Europe’s Best

Honorary Chib Captain: Jack Nickbuia

Hrinor.ir)' Mrinbrrv Tlie » Hon. tonl Pwdes MC; Sir Paul ClroJami: The B. Hon. l-ord Prior. Sr Denis Thatcher BeThe ft. Hon. lord Young of Graffliam.
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Essential safeguards
before giving central

bank independence
From Dr Brendan Brawn.

Sir, The suggested provisions

for democratic accountability
of an independent central bank
which Samuel Brittan set out
(Economic Viewpoint June 17)

omit two safeguards essential

to a new. more liberal order.

First its policymaking commit-
tee should operate trader a
well-specified freedom of infor-

mation code, which would be
fully enforceable in law. Under
the code, both parliamentar-
ians and the general public
should have full access to all

background papers to policy
decisions, and comprehensive
minutes should be published of
policymaking meetings with
minimal delay - including a
record of which way individual

members voted.

Second, top-level appoint-
ments in the central bank
must be subject to approval of

a parliamentary committee
where members vote without
interference by party whips.
Analogous to Senate ratifica-

tion of Federal Reserve
appointments, msnbers of the
committee would cross-exam-
ine candidates towards assess-

ing their competence. Ques-
tions could be raised, for
example, as to the candidate's

role in the £5bn estimated loss
on Black Wednesday, and his
or her attitude towards previ-

ous monetary decisions. Inde-

pendence should not take
effect unto all positions on the
top policymaking committee,
including present officials,

have been ratified accordingly.

Brendan Brown,
director and head of research,

Mitsubishi Finance
International

,

6 Broadgate,

London EC2M 2AA

How ITV companies missed out
From MrPeter Checketts.

Sir, The ITV companies are
fearful erf being taken over by
other Europeans once the take-

over rules are relaxed. It is

worth noting that not a single

British broadcasting company
owns an interest in any conti-

nental European television net-

work.
The ITV network was

founded in the mid-1950s. Com-
mercial television did not
arrive elsewhere in Europe
until 30 years later. With
almost arrogant disdain, Brit-

ish broadcasters have ignored

the opportunity to invest in

what have subsequently
become very valuable fran-

chises in Germany, France,
Spain and the rest of northern
Europe.
Other European TV compa-

nies. such as Luxembourg's
CLT, Germany’s Kirch Group,
Italy’s Fininvest and France’s
Canal+ have all successfully

invested outside their domestic
territories. Granada did buy 3
per cent of Canal+ in 1987 but
sold it a year later. Canal+’s
share price has subsequently
more than doubled.
Peter Checketts,

director of analysis.

European Media
Business and Finance,

84R6 Great Portland Street.

London WIN SPA

Ridiculous attack on EBRD
From MrsDGokanL

Sir, Your coverage of the

European Bank for Reconstruc-

tion and Development seems to

have been targeted mainly
against its founder president,

Mr Jacques Attali. At no time

have you highlighted the con-

structive work he has done.

You know very well that

offices built just 10-15 years

ago are out of date for modem
purposes, so you cannot blame
Mr Attali if his deputies took

into consideration the needs of
today and tomorrow.
You attack his travelling

expenses, but he has serious
responsibilities, and time and
other factors have to be consid-
ered. It is ridiculous that you
should pick on an establish-
ment with so much importance
in the way you are doing.
D Gokani,
88 High Street,

Harnjw-an-the-Hill,

Middx MA2 0JF

Factors behind the swift

decline in unemployment
From PrafR R NeiltL

Sir. It has been suggested
that the unexpectedly swift

decline in unemployment rela-

tive to the recovery in output
may have been caused by
changes in labour law or in the
way in which the unemployed
are registered. But another
possible contributory cause
seems to have been overlooked.

In response to the changes
that have taken place in the
tax system and in capital mar-
kets, companies are now pay-
ing out more of their profits in
interest and dividends and are
retaining less; and they have
become more afraid than they
used to be of being taken over
if they cut their dividends.
Consequently, when output

has fallen, they have felt

obliged to act more quickly
than before to save thrir prof-
its by cutting employment; and
now, left with no margin of
labour to spare, they have to
act more quickly than before to
take on labour when demand
for. their products recovers.
The corollary is that produc-

tivity will fluctuate less than
before in the business cycle: it
will keep up better in the
downswing, as has happened;

,

and it will show Jess of a recov-

ery in the upswing. And the
economy will be more volatile,

since any initial change in
demand will be transmitted m
more quickly than before into

**

changes in employment, and
hence into changes in con-
sumer spending, and it will be
cushioned less than before by
company savings.
These effects may have been

amplified by the reduction in
the rate of corporation tax in
recent years. For if a smaller
part of profits is taken in tax, a
smaller part of the profits that
are foregone by a company
when it retains an extra
employee comes out of the rev-
enue of the exchequer, and a
larger part out of the post-tax • i
income of the company. The

f '

pressure to dismiss labour -

is

Intensified.

What effect the changes that
have taken place in the financ-
ing and taxation of companies
have had on their underlying
efficiency is a separate issue.
My concern is to explain the
apparent change in the cyclical
behaviour of employment
Robert Neild,
Trinity College.
Cambridge CB2 1TQ

Sir, I am writing to correct
an inaccuracy in your report,
"Union restrictions extended
by new law" (June 18). which
seriously misrepresents the
position of the Citizens Advice
Bureaux Service. The CAB ser-
vice, while recommending that
individual employment rights
should be strengthened, has
never argued that this should
supersede collective bargain-
rag. The service sees no contra-
diction between the role of col-
lective bargaining and
strengthening individual
employment rights.

When clients come to a CAB
with an employment problem
they will be advised to consult
their trade union or staff asso-
oation if they are members
This is because the union or
staff association will have
detailed knowledge of the
employer's practices and will
he able to represent the client
most effectively. Involvement
of a trade union will almost
always strengthen the client's
position. If the client is not in a

to consult one, the CAB v
always offer advice and rep
sentation as appropriate.
Employment is now the th

highest subject of inquiries
Citizens Advice Bureat
While some elements of thew legislation will undou
ealy be beneficial to CAB i

enta, the service remai
««remely concerned aboui
number of provisions in tTrade Union Reform a
employment Rights Bill
Particular the abolition

councils. In the absen
°f collective bargaining in t

Wages eoii
ab
?hhon likely

Jesuit in a decrease in wagsad increased dependence i

^security benefits^*,
Panted out by your editor!
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Where the EC
must go next
THE COPENHAGEN summit occurs when the agonising
strus®Ie

.

to
.

the Maastricht treaty on European Unionapp^re to be drawing to a close. This, the culmination of years
of effort, is a considerable collective achievement for the Euro-
pean Community. But the world has moved on since economicand monetary union was planned. So too must the EC. The
summit has, for the most part, the right agenda. The EC mustnow respond with a mixture of heroism and common sense.

Its main task is to make itself appear more relevant to the
hves of its citizens and the fate of its troubled continent Just
when many hoped it had come of age, it is mired in difficulties:
plunderings in Yugoslavia, squabbles with the US, friction over
imports from eastern Europe, popular resistance to the Maas-
tricht treaty and, above all, the economic malaise.
Poor economic performance underlies everything else. Failure

to respond to German unification by allowing either a tempo-
rary float of the D-Mark or upward realignment was a signal
error. Partly as a result, the EC is not only in recession, but in
the third year of below-trend growth. More may be to come.
Macroeconomic mistakes, however large, are not the principal

economic problem of the EC. With aggregate unemployment
expected to reach 11% per cent of the labour force, ihp debate
about Eurosclerosis is back. This follows 20 years of dismal
labour market performance. While employment in the private
sector rose by 30m between 1973 and 1991 in North America, it

rose by a mere 3m in the EC.
The Copenhagen summit will look at the EC's role in the

world economy, at relations with eastern Europe, at enlarge-
ment and at security policy. It will not find many solutions. But
the EC's heads of government will have taken the first essential
step, particularly when they discuss the paper from Mr Delors
on the EC's structural economic crisis. What is needed, with the
Maastricht debate over, is appreciation of the EC’s difficulties
and a dear sense of priorities.

Three Important tasks

The pillars of the European Union are an unsatisfactory
structure. Democratic accountability of EC institutions remains
inadequate, particularly because of the virtually non-existent
links to the national parliaments Country voting weights are
illogical. Nevertheless, the EC cannot afford another ratification
process similar to that for the Maastricht treaty. It must limit
itself, instead, to the essential and the practicable. There are
three important tasks: to make the workings of the EC and,
above all, of the council of ministers more transparent and
accountable^to make "subsidiarity” work; and to equip itself

with institutions that will make enlargement feasible.

The size of the qualifying majority in voting win need to be
changed. So too will voting weights in the council of ministers.
At present, the five largest member states have some 84 per cent
of the EC’s population, but only 63 per cent of the votes. After
taking in four Efta members, these countries would still have 78

per cent of the population, but about half the votes. The dispro-

portion would be made still worse by enlargement eastward.
Being so influenced by its smaller members, the Union would
possess neither legitimacy nor effectiveness, particularly in for-

eign and security policy. A small high-level commission should
be empowered to develop proposals for institutional reform.

Continued efforts to develop the European Union's role in
foreign and security policy remain desirable. The EC’s mistakes
in Yugoslavia reveal what has to be done, rather than the

desirability of quietism, first of all, Germany must be turned
into a responsible partner in European security policy. This

does not necessarily mean a German seat on the Security

CounciL However painful to British and French amour propre,

an EC seat might ultimately be a better idea. But first the EC
would have to be reformed, since the revolving EC presidency
bag demonstrated itself unequal to the task of elaborating and
implementing EC-wide positions.

The immediate external task for the EC is to support democ-

racy and the transition to a market economy throughout the

continent. The EC promoted the stability of democratic western

Europe by both increasing its wealth and binding its peoples

together. The same opportunities should be offered to its imme-
diate neighbours, especially those struggling to escape the ruins

of communism. The improvements suggested by the Commis-
sion to the agreements with eastern European countries are a

start But the EC will have to go further. It must, for example,

review its reform of the common agricultural policy, largely to

increase opportunities for eastern European agriculture.

Yet the EC’s primary challenge is to adapt to a global econ-

omy that is changing rapidly precisely because its own ideas

about markets and liberal trade are being adopted worldwide.

The risk now is that the EC will give up the battle and turn

inwards. Successful completion of the Uruguay round of multi-

lateral trade negotiations remains vital But even this would

prove a temporary victory if economic dynamism and high

employment were not regained.

Policies affecting the labour market fall largely within the

domain of the member states. But the EC has a role, partly

because it has been given one in both the Maastricht and

previous treaties, but more fundamentally because without a

measure of agreement in this area different national policies

will lead to internal friction and growing protectionism, endan-

gering liberal external trade and the single market

ble approach to convergence

*w consensus must be formed, to allow member states to

ae their core social commitments with liberal trade and

employment Five fundamental principles need to be

imed: first, the cost of financing the welfare state should

3 loaded on the wages of relatively unskilled workers;

L education must be better integrated within active poli-

i the labour market; third, assistance to workers should

i given in ways that are likely to rrahit* the incentive* of

vers to hire them; fourth, normally healthy adults should

Stoteidteffthey can be subsidised to work, instead;

ftiL obstacles to the development of small and medium-

taiiSeSS. the principal potenti^ source of additional

wnent should be drastically curtailed,

awhile EC macroeconomic policy must stop making it

SnSt to introduce needed reform into the ^om
\oainst the current gloomy background, strict adherence

istricht guidelines for fiscal policy looks simply perverse,

iSxemboore will hit the general government bor-

l of GDP, While the EC-wide aggregate

ffisase&sKwS
* ^ — the heart of
EC, soon to be theEmop^n u ^^
&rt cannot afford the
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The towering
bureaucracy

The case for streamlining the European Commission
appears overwhelming, writes Lionel Barber

M r Jacques Delors
intends to deliver a
riamUng presenta-

tion on Europe’s

unemployment cri-

sis when he addresses the EC sum-
mit In Copenhagen today. His
speech is expected to be part tuto-

rial, part clarion call - the result of

prodigious reading and tortured
reflection cm why Europe is failing

to create Jobs at the same rate as
the US and Asia.

The ability to synthesise ideas on
a grand scale has been Mr Delors’
strength during eight and a half
years as president of the European
Commission. But intellectual audac-
ity has come at a price. He has
shown a reluctance to confront the
practical task of reshaping an
organisation which, in many
respects, has remained unchanged
since the Community was founded
36 years ago.

The case for reform appears over-

whelming. The Commission
employed 14^33 officials at the end
of last year, about the same size as
the UK agriculture ministry. Yet
the ambitions of the hcaOesfonctum-
naira go much further. Encouraged
by the member states, the Commis-
sion has steadily accumulated new
tasks. Today, officials in Brussels
are dealing with issues ranging
from the safety of nuclear reactors

in the former Soviet Union and the

disbursement of aid to central and
eastern Europe, to the deregulation

of the European telecommunica-
tions industry.

The question is whether the pres-

ent tWO-year finmmiarinn ran do all

its jobs effectively. As ratification of
the Maastricht treaty draws closer

and the Community prepares for

the nwi phase of enlargement, the

challenges are becoming more
pressing. As one official says: “We
cannot go on with business as
oauaL"
By any measure, the European

Commission is a complex organisa-

tion. With 17 commissioners from 12

member states, it resembles less an
executive branch and more a mini-

parliamenL The bureaucracy itself

is divided into a host of competing
power centres: the president, who
controls his own cabinet and a sec-

retariat general; 16 commissioners,
each with a cabinet or legislative

support staff; and the director-

generals, the Brussels equivalent of

UK permanent secretaries.

The striking feature of the Delors

era is that its chief successes - the

European angle market, the plan
for European monetary union, the

creation of the European Economic
Area encompassing the EC and the

Efta countries - were achieved
almost in defiance of the system’s

own internal weaknesses.
Mr Delors simply bypassed the

old bureaucracy. “He created a par-

allel government," explains a

retired senior EC official who has
worked closely with the president,

“but in doing so, he made the Com-
mission structures more compli-
cated than ever."

Mr Delors has inserted his own
people in the higher ranks of each
of the 23 directorates. Sir Roy Den-
man, former EC ambassador in
Washington, calls the Delors regime
“Tammany Hall with a French
accent”, in a reference to the power-
ful political machine that once ran
New York City. This captures the
atmosphere of intrigue and occa-
sional vendettas Inside the Commis-
sion. The broader criticism is that

the member states, rather than Mr
Delors, have put patronage first and
competence second.

Mr Delors has simply been worn
down. In his early days as presi-

dent, he railed against member
states exporting mediocrity to Brus-
sels. ffe once accused a Mediterra-

nean commissioner of not being fit

to run a taverna. His views on the

present Commission are more dis-

creet, though there is some grum-
bling about the amount of time Mr
Joao de Deus Pinheiro, the framer
Portuguese foreign minister, has
spent back in his native country
since arriving in Brussels in Janu-
ary.

Mr Pinheiro may complain, with
justification, that he does not have
a real job. He is charged with
introducing transparency into EC
decision-making, but few top offi-

cials in Brussels take this very seri-

ously, knowing that it is a sop to
critics. As Mr Bruno Dethomas, the
president’s chief spokesman,
observed: “La transparence est un
6tat d‘esprit [a state of mind]."
The Commission stall looks to be

of slightly higher quality than its

predecessors. Mr Hans Van den
Broek, in a new job covering extra--

nal political relations, is a former
Dutch foreign minister; Sir Leon
Brittan, in charge of the trade port-

folio, remains a heavyweight; Mr
Karel van Iffiert, the Belgian who
took over Sir Leon’s competition
portfolio, is proving to he tougher
than expected on curbing state aid.

The quality of top officials is

impressive, though perhaps thinly

stretched. Among the most out-

standing are Mr Riccardo Perissich,

the Italian head of the industry
directorate; Mr Carlo Trojan, a
Dutch-Italian who played a crucial

role in coordinating EC policy dur-
ing German unification; and Mr
Rnpfen Landaburu, the Basque head
of regional policy.

But the division of labour among
the commissioners and directorates

Is unequal Sir Leon's territorial

clashes with Mr van den Broek
have passed into Brussels folklore.

Both co-operated effectively on pol-

icy towards eastern Europe, but
both have behaved at times like
feinting medieval barons.

Such foties de grandeur encourage

the commissioners' cabinets to run
rough-shod over the Commission
civil servants, who work in the

directorates. One German director-

general resigned in protest at his

treatment by Mr Manuel Marin, the
prickly Spaniard who heads devel-

opment policy. The problem of

young, inexperienced cabinets
ignoring professional advice is

viewed as so serious that Mr Delors
is likely to prepare an edict order-

ing that the advice of dfrectors-gen-

eral must be taken into account
before framing legislation.

The lack of policy coordination

between commissioners and civil

servants is symptomatic of a deeper
problem which goes to the heart of

the schizophrenic relationship
between the Commission and the
member states.

At this week's Copenhagen sum-
mit, Mr John Major, UK prime min-
ister, will champion the cause of

“subsidiarity” - the principle that

power must he devolved from Brus-

sels to the lowest appropriate

national, regional or municipal
level. British officials confidently

expect support from Chancellor Hel-

mut Kohl of Germany as well as Mr
Edouard Bahadur, the French prime
minister.

Subsidiarity is supposed to be the

antidote to Brussels meddling, but
as an EC official gypTnin«t, whatever
the Commission's reputation for

perpetrating legislative “Euro-luna-

cies”, the truth is most legislation is

driven by member states.

One topical example is animal
welfare. A new directive would set

strict conditions on the transport of

horses. The Commission is reluc-

tant to proceed on the grounds of

“subsidiarity", but Mr Major and Mr
Kohl, worried about the animal-lov-

ers' vote, insist that the Commis-
sion presses ahead.

T
he member states are
also held responsible by
some officials for insert-

ing unnecessary details

into directives. A senior

EC official, who has worked in

Brussels for 20 years, says the mem-
ber states “do not trust each other”.

Mistrust also evpiain* Why the 12

EC member states have never
shown much interest in transform-
ing the Commission into a lean
executive branch of European gov-

ernment Their preference for pro-

tecting national powers remains
stronger than ever.

There are, however, reasons for

assuming that the status quo can-

not last, and that some reform of

the Commission is likely to take

place before the next inter-govern-

mental conference to review the
Maastricht treaty in 1996.

Last March, the European Court
of Justice ruled that the Commis-
sion was breaking EC rules by
n.oing national quotas rather than

merit as the gauge for recruiting

high-ranking professional civil ser-

vants: it overruled the appointment

of an Italian and a Spaniard to

senior posts in the Commission's
fisheries directorate. The court's

ruling could have a profound
impact on hiring personnel
An obvious reform is to reduce

the number of commissioners to
nnp per country and streamline the

directorates. Viscount Etienne Dav-

ignon. himself a former industry

commissioner, believes that nine or

10 directorates would be enough.
The next step would be to create

two vice-presidents, with heavy-

weight portfolios such as trade and
economics; and to strengthen the

position of the president, subject to

greater accountability to the Euro-

pean parliament.

It sounds logical but as Mr Delors

has discovered, occasionally it suits

weak EC leaders to point to an inef-

ficient Commission as a scapegoat

for their own inadequacies.

Samuel Brittan

The case for an EC constitution
One of the most
important, but least

discussed, of the
Maastricht treaty

provisions is for an
intergovernmental
conference in 1996
or thereabouts on
tha irmtihitinnal and

constitutional
arrangements for European union.

This conference promises to be
more important than Maastricht
itself. Fra- it will provide an oppor-

tunity to clarify many matters
which the treaty left open and to

say much more about the purposes

and principles of the proposed
union. Those who want the EC to

be free trading, outward looking
and welcoming to new members
would be better advised to prepare

for this conference than to perse-

vere with a hopeless last-ditch

attempt to stop Maastricht ratifica-

tion.

One reason why the political side

of Maastricht u such a rag-bag is

that ft was tagged on to the mone-
tary side at the last moment Chan-

cellor Kohl and President Mitter-

rand decided that monetary union
must have a political counterpart
but without thinking through what
that should be.

There is, however, time for a full

public debate before the 1996 confer-

ence. This should provide an oppor-

tunity to discuss principles before

the haggling between governments
begins. There is a chance, too, of an
agenda not dominated by the
power-seeking proclivities of Com-
munity institutions. Above all,

there should be time to consult with
prospective members from Efta and
Hm former Communist countries.

But If the opportunity Is not to be
thrown away, it Is Important to

force politicians and diplomats back
to first principles. The characteris-

tic instinct of the British Foreign
Office for “a narrow agenda” could
not be more counter-productive.
Has that institution not paid a
heavy enough price in the whole
postwar period for Its hostility to

general ideas?

A European group of academics
and other professionals have had

the much more imaginative idea of

drafting a “European constitutional

settlement-. The work is being co-

ordinated by Frank Vlbert of the

European Policy Forum, a free mar-
ket but pro-Commnnity body (20

Queen Anne Street, London SW1H
7AA). Not the least important of Its

draft recommendations is that “the
main content of the union constitu-

tion should be accessible to any
interested reader”.

The existing treaties are impene-
trable. Each consists of a series of

amendments to its predecessor.
Interested citizens are much too

dependent on interpretations and
summaries by government officials

and experts, who, however much
they try not to, are bound to intro-

duce their own spin.

The proposed constitution would
be based on the inviolability of indi-

vidual liberty. Powers would flow

upwards from the people rather
than being delegated by govern-
ment. Above all, the pernicious doc-

trine of the acquis camrmaumtaire
would go. Under this the Commu-
nity holds on to all the powers it

has been given and asks for some
more. Instead, there would be sun-

set provision under which policies

and powers no longer required

would be laid to rest Sub-groups of

countries would be able to adopt, or

stay out of, particular policies in

place or the grudging opt-outs
recently obtained.

The new treaty would outlaw
methods of agricultural support dis-

ruptive to international trade and
would allow direct cash subsidies to

formers to be operated at a national

level. Committee members dis-

agreed about a Community cur-

rency but agreed that a core group
of countries should be able to go it

alone. They also agreed that citi-

zens and companies would have the

right to use any member or non-
member’s currency, which would be
recognised for tax and accounting

purposes. A Community currency
would have to make its way
through its own virtues.

The draft needs further work. It

reads too much like a generalised

charter for limited government
without specifying why or how it

applies specifically to Europe. More-
over, it risks unnecessarily alien-

ating opinion by challenging sacred
doctrines, such as “an ever closer

union'', which mean whatever we
want them to mean. And, although
nearly all committee members are

from outside the UK, there are
hardly any with a communautaire
background - among whom a few
limited-government liberals can
indeed be found, if one searches
with a powerful enough microscope.
What however distinguishes the

Vibert group from the mass of Euro-
sceptics, at least in the UK, is that

its members do not set up a god of

national sovereignty to rival that of

Brussels. Instead, they are suspi-

cious of all government and -

unlike British Tory administrations
- want to bring it down to the low-

est possible level

Such ideas might once have
seemed either utopian or old fash-

ioned. But they happen to meet the
bill when we are considering a
Europe of over 20 countries with
highly divergent institutions and
levels of economic development

Observer
From pulpit

to practice
It says a tot about the changing

face of Italian capitalism that Guido
Rossi should be imprated to preside

over the rescue of debtridden
Ferruzzi. The Harvard-trained

lawyer, ex-head of stock exchange
watch-dog Consob, has acted as

both insider and outsider in Italy’s

corporate world.

He has advised groups like Flat

Olivetti and Generali, and nutria

much money. But - as his “Rossi

the red" nickname testifies - he

has never hidden the leftist

sympathies which in 1987 gave him
Communist Party backing as an
independent senatorial candidate

for Milan.

He has long fiercely criticised

the way Italian family businesses

ignore minority shareholders.

Moreover, after quitting CbnSOb

in 1982, he described the stock

exchange as little more than a souk,

and muttered darkly about reform

attempts always runningup against

a wall of vested Interests.

Hence the new political climate

should enable him to practise what

he has been preaching. Whether
it will can rally remain to be seen.

BBC bully?

IT there really is no one in overall

charge of the Government’s

publicity machine, why did

Kenneth Clarke, the new chancellor

of the exchequer, «inw>l his chance
of being grilled by Jonathan
Dimbieby on the BBC TVs On the

Record yesterday? He would have
been rewarded with handsome
coverage in today's papers.

Having scrapped the silly

tradition of budget purdah just

last week, it seems odd that Clarice

should suddenly foil silent now?
Perhaps he lost his nerve (unlikely},

or Treasury officials have already

convinced him he is talking too

much about something Ira doesn't

know much about (possible).

Whatever the reason, the BBC
was miffed at being let down at

such short notice-which is no bad

thing. It might be a sign that Clarke

wants to prove that he, rather than

the madia, is in charge ofsetting

the economic agenda.

Logitally speaking
What better proof that Europe’s

business schools are getting to grips

with the really tough questions

preoccupying today’s managera
than file latest contribution from

Fontainebleau's Insead - a paper

entitled: “What does the

multinomial logit model really

measure?"

Danger no object

One of the stranger aspects of

the Michael Mates/Asil Nadir affair

is why Mates would want to hang

on to a job that most ordinary

people would least like to have —

that ofbeing the Northern Ireland

Tm right behind John Major ..

.

and downwind, too'

minister in charge of security.

The chance of being blown up
is for higher than average and the

oppressive security that goes with

thejob remains long after a
minister steps down. But politicians

get their kicks in different ways.

Mates Is a former soldier who
appreciates the challenge of

tackling some ofthe world’s most

sophisticated, as well as merciless,

terrorists. Northern Ireland is also

the closest British ministers can

get to acting as m™ viceroys. The

system of “direct rule" from

Westminster means few decisions

ran be effectively challenged and
the tight security can only add to

the sraisft of self-importance.

There should be no shortage of

volunteers for Mates's job,

if he should decide to go.

Number one
While many no doubt forgot that

yesterday was Father’s Day, woe
betide any one who forgets Mother's
Day. That's certainly the case in

the US where pop’s day runs a
distant second to mom’s day on
most counts. US mothers bad their

special day for 58 years before their

spouses were so honoured. The;
also still get 50 million more cards,

as well as far more phone calls from
the kids than the fathers get on
their appointed occasion.

But US dads can still claim one
victory over their wives. According
to AT & T the portion of collect

calls on Father's Day was 27 per

cent higher last year than on
Mother’s Day.

Unfair competition
While Neil Kinnock struggles

to carve out a new career as a disc

jockey-cum-game show celebrity,

bis former lieutenant Charles

Clarke has found a lucrative niche

advisingcompanies on how to

dispense with the costly services

ofprofessional lobbyists.

Most Westminster exiles endup
as political lobbyists themselves,

wining and dining their former

colleagues to promote clients’

interests. Clarke, for nearly 10 years

Kinnock 's chief of staff and leading

“fixer”, has refused to jump on that

particular gravy train. His
consultancy Quality Public Affairs

tells organisations how they can
do their own lobbying more
effectively for a fraction of the cost
It’s such a novel idea that it is

probably rally a matter of time
before Clarke gets an offer he can't

refuse to sell out

Argy-bargy
Presumably one of the reasons

why Tottenham Hotspur chairman
Alan Sugar feds so confident that

he has not landed himself with
another legal nightmare when he
pinched his new manager. Ossie
Ardiles, from West Bromwich
Albion, is because Ardiles claims

to be a trained lawyer.

Although Ardiles signed up for

Cordoba at the tender age of 12,

he learnt his law during his Hhip.

with Huracan Buenos Aires in the

1970’s. Can anyone remember any
fledgling British barristers who
forsook the silk for the pitch?

Failing that, a solicitor would do.

No comment
A 70-;ear-old hobo died the other

day in Palermo, Sicily. When the

authorities went through his few
belongings, they found $300,000

in stock certificates In a plastic

carrier bag. Colleagues said they
had suspected their late buddy had
independent means because when
he dossed downon the park bench
at night he always covered himself
with the Financial Times....
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Lord Owen urges a ‘viable mini-state’ for Moslems THE LEX COLUMN

EC sees wreck of Bosnia plan Freedom
By PhHip Stephens and
Lionel Barber in Copenhagen

THE European Community was
last night struggling to salvage

something from the wreckage of

its Bosnian peace plan as Lord

Owen urged it to focus its efforts

an the creation of a “viable mini’

state" for the Bosnian Moslems.

Meeting on the eve of today’s

Copenhagen summit EC foreign

ministers heard a call from the

Community's peace envoy for a

determined effort to end the war

in the former Yugoslav republic

before the winter.

Accepting that the interna-

tional community had no choice

but to acknowledge, if not con-

done. the realities imposed by
Serbian aggression. Lord Owen
said pressure on Serbia and Croa-
tia should now be directed

towards securing a viable state

for the Moslems.
He said the EC should

strengthen his hand in this

week's resumed Geneva peace
talks by agreeing to keep sanc-

tions in place until such a deal
was agreed by Serbian and Cro-
atian forces. The new Moslem
state would have to have guaran-
teed access to the Adriatic and to

the River Danube - a guarantee
that the EC should underwrite
by. if necessary, threatening

Croatia with economic sanctions.

Lord Owen's comments -

marking public recognition that

the VancsOwen plan for a multi-

ethnic Bosnian republic cannot

be resurrected - left EC leaders

with the unenviable task of pack-

aging the failure of the strategy

launched two years ago at a simi-

lar summit in Luxembourg.
The peace envoy, who saw any

remaining hopes for the original

Vance-Owen plan undercut by
last week's partition deal in

Geneva between Serbia and Croa-

tia, admitted that the creation of

a Bosnian republic for the Mos-
lems would leave Serbia with the
rewards of aggression.

But he said: “You can't hold

out for the ideal when you are

not going to get it . . This thing

has got to be settled.”

Mr Felipe Gonzalez, the Span-

ish prime minister, yesterday

voiced the fears of several leaders

that public recognition of the par-

tition of Bosnia would create

“unimaginable” precedents.

Mr Poul Nyrup Rasmussen,
Danish prime minister, said the

Community would focus on new
methods to prevent a recurrence

of the conflict such as preventive

diplomacy and an “early warning
system” as suggested by Mr
Boutros Boutros Ghali, UN sec-

retary-general

Japan must act to cut trade

surplus, bank governor says

Nadir link

threatens

By Charles Leadbeater

in Tokyo

JAPAN should deregulate its

economy to open its markets and
make its trading practices more
transparent in response to US
pressure for a cut in its trade

surplus. Mr Yasushi Mieno, the

Bank of Japan’s governor, said at

the weekend.
Mr Mieno. in an interview with

the Financial Times, said no
more could be done at the
moment to stimulate the Japa-
nese economy and boost demand
for imports.

He gave a naming that any
attempt to reduce the surplus

rapidly with expansionary macro-
economic policies would lead to

higher inflation in Japan that
would damage the prospects for

world growth.

As a result. Japan had to
respond with structural reforms
to match measures taken by its

trading partners to reduce the

trade surplus, which is expected

to reach $150bn this year.

Mr Mieno's comments come at

a critical time, with the Japanese
political system in turmoil and a
general election dne on July IS.

after the government’s defeat in
a no-confidence vote on Friday.

Talks with the US over a
framework to dismiss trade ten-

sions are reaching a crucial point
with the outline of an approach
covering macroeconomic policies

and structural measures due to

be agreed by a summit between
US President Bill Clinton
and Mr Kiichi Miyazawa,
the Japanese prime minister, on
July 5.

The US side alleges that
imports into Japan are restricted

by closed business practices that

discriminate against foreign com-
panies.

Mr Mieno said the Japanese
economy would start a moderate
recovery in the autumn but he
warned that even sustainable

growth in Japan would leave a

large trade surplus.

He said: “We should not reduce

the trade surplus because the US
says so but out of responsibility

for the world economy and to

promote the global liberal trad-

ing system.”

Mr Mieno continued: “We
should, first, keep our economy
on a non-inflationary, stable

growth path and. second, deregu-

late and reconsider our trading

practices."

He said Japan had done as

much as it could to promote
growth with pump-priming mea-
sures and low interest rates. As a
result, other action would be
needed to respond to interna-

tional criticism of the surplus. Mr
Mieno said the important point

was to heighten the transparency
of “our market and our economic
system."

new crisis

for Major
government
By Ralph Atkins, Andrew Jack
and Philip Stephans

Disciplinarian with a vision.
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Delay on Nigerian poll result puts

move to democracy in disarray
By Paul Adams in Lagos

THE democratic process in
Nigeria slid further into confu-
sion during a weekend of inde-

cision by the military govern-
ment. which has allowed a legal

technicality to suppress the
results of presidential elections
held on June 12.

With 10 years of military rule

due to end on August 27,
Nigeria’s transition to democracy
is in disarray. More than a week
after one of Nigeria’s fairest gen-

eral elections, the country has a
self-proclaimed winner, an
unconfirmed loser, a commission
put in charge by the president
which seems to have no power,
and high court judges in three

states passing conflicting rulings

on a process outside their juris-

diction.

According to state radio at the

weekend. President Ibrahim Bab-

angida told Mr Iyorchia Ayu,
bead of the senate, that he still

wanted the elections concluded,
if the process was within the rule

of law.

Most voters are unconvinced
by this statement and there were
signs yesterday that the govern-
ment lacked the support of most
of the military hierarchy and
senior civilian politicians for its

faltering stance on the elections.

A presidential decree in April
gave the National Electoral Com-
mission (NEC) a free hand to con-

duct the elections and publish
the results by yesterday at the
latest, and to consider any mal-
practice claims.

With no direct public state-

ment from the president since
before the elections, and no word
from the head of the NEC, Profes-

sor Humphrey Nwosu, since the
middle of last week, it is not
clear how the government

intends to resolve the crisis.

Mr Wole Soyinka, winner of a
Nobel prize for literature, said a
"tiny but powerful cabal is toying

with the future of our nation.

Any further delay in making the

people's verdict official is a delib-

erate cultivation of chaos”.

Mr Moshood Abiola, candidate
of the Social Democratic Party,

has declared himself the winner,

after an unofficial announcement
of the results by a leading democ-
racy campaigner. Dr Beko Ran-
some-KutC on Friday. The oppos-

ing candidate, Mr Rashir Othman
Tola, has stayed quiet and not
challenged the outcome.
The British government on Fri-

day issued a statement regretting

that a court order was
restraining the release of the
results. “This has inevitably
raised questions about whether
the transition to civilian rule by
August 27 will proceed."

THE CAREER of Mr Michael
Mates, the junior minister linked

to Mr Asil Nadir, the fugitive

financier, was last night under
threat as rapidly falling support
for him among Tory MPs threat-

ened a fresh crisis for the UK
government,
Senior Tory MPs voiced con-

cern that Mr Mates will have to

resign amid the failure of the
party hierarchy to stop contro-

versy over the support given to

Mr Nadir by Conservatives be-

fore he fled to northern Cyprus.
As a wider debate erupted with

Tory ranks over the secrecy sur-

rounding donations to the Con-
servative party, several MPs said
privately that the position of Mr
Mates as security minister at the
Northern Ireland Office was
close to untenable.

His future is expected to be
raised when the powerful 1922
executive of rank-and-file MPs
meets on Thursday. One mem-
ber. among the most pessimistic

about Mr Mates’ chances of sur-

vival, said yesterday: *T doubt .

whether he will last that long."

A resignation would bring fur-

ther embarrasment for Mr John
Major who has only just recov-
ered from the fallout of Mr Nor-
man Lamont’s sacking as chan-
cellor of the exchequer. Even
Tory MPs suggesting Mr Mates
may have to go, accept that It

would be another example of the
prime minister being losing a
minister after constant press
hounding.
Mr Mates was unavailable for

comment yesterday but even his
colleagues were worried about
the cumulative impact of the row
which started with revelations
that Mr Mates raised the treat-

ment of Mr Nadir by the Serious
Fraud Office with the Attorney
General.

Europe today
FOB JUNE 21, 1993 A frontal system from the

middle of France Into Russia wffl separate toe

coder air in toe north-west from the warm air

Id toe south. EspedaSy to toe south of France
and the Alps, thundery showers wfll develop- A
local thunderstorm is also possfole in Portugal.

Elsewhere in the south. It wiU continue warm
and mostly sunny. North of the front, north-

westerly winds wffl bring rather cod
conditions. In the Low Countries and Germany
there wfll be intervals of clouds and sunshine

with doudy times more prevalent In the north.

In England and Ireland it wfll be rather cloudy.

A warm front wffl cause periods of rdn in

Scotland. In Scandinavia, a series of low
pressure areas wtl cause cod and unsettled

weather with showers or steady rain.

FT WORLD WEATHER

FIvo-day forecast
An area of high pressure north-west of Ireland

wts be stationary causing a cool rxxto-westerty

air flow over toa British Isles, toe Low
Countries and Germany. Mainly cloudy sides

wffl persist along with a few local showers. In

Scandinavia, unsettled concfittons wfll linger.

Each day, thundery storms wfll develop in the
warni humid dr over the south of France and
toe Alps. In Span, Portugal and Italy little

change in temperature Is expected.
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Hoare Govett’s . ideas on how
CfflnpanHMi should rp^nagp the flow Of

information will be useful bo a market

,
gtin earning to terms with the Thorold

Marine irurij^r trading case and the

stock exchange censure of London
internationa l All the more so since

the massage is feat companies
sftmiiri not use the new, stricter cli-

mate on md*”- trading as an excuse

to niam up. While there is no justifica-

tion for the selective dissemina tion of

market-moving information. Hoare
Govett is right to say that the mar-

ket’s collective judgment is unproved

if analysts can deepen their under-

standing through regular contacts

with companies. Such contacts will be

more comfortable if any price sensi-

tive information has previously been

put fritw the public domain.
Where one ran quibble is over quite

how much more information compa-

nies should give. Hoare Govett would

like to see more detail about strategy

at annual meetings as well as cash-

flow figures and balance sheets at the

interim stage,. If companies inform the

market through a formal statement

when they feel investor expectations

are out of line with reality, there

should be little likelihood of anything

untoward slipping out in private meet-

! mgs with analysis. Hoare is less anx-

ious to see regular trading statements

ahead of a company's closed season

even though this leaves a long gap
between the interims and final results.

But if the market wants & less dis-

criminatory flow of information, it

cannot also worry about getting too

much. It is difficult to tell whether a
given development will more a share

price by more than 5 per cent, the
trigger suggested by Hoare. Standard
Chartered and Lucas must have
assumed when briefing analysts last

week that their stories were not worth
that much. That this assumption
turned out to be wrong reinforces the

view that it is better to give too much
information than too little. Analysts
could be just as usefully employed
picking through the detail as plucking

a few ripe strawberries out of the
chairman’s bowl at Wimbledon.

Eurotunnel
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transform a statutory monopoly into

an unregulated private one. Milk
Marque is likely to control far in

excess of 50 per cent of the market,

making it the biggest purchaser of

milk in Europe. It would have the
power to steer the UK market which-

ever way it chose - although It would
be hard to justify 'higher prices given

Its promises of greater efficiencies.

In this scenario. Northern and Uni-

gate would be squeezed by supply
pressures at one mrf of the mnk chain
while suffering margin erosion at the

other as supermarkets won ever more
market share. Higher margin doorstep

deliveries, which accounted for almost
90 per cent of mSk sales in 1980, may
shrink to less than 30 per cent by 1995.

Milk may be “commoditised” like

bread.

But the parallels are inexact Unlike
bread, demand for miflt has remained
stable and there is no great excess

processing capacity. Milk will also

retain some premium for quality - it

is impossible to degrade the product
without being jailed. Moreover, the
critical determinants of dairy profit-

ability will remain processing and dis-

tribution efficiencies with the barriers

to entry remaining high. Although
there will undoubtedly be a hiatus as
the new regime takes shape, the mar-
ket's worst fears appear exaggerated.

US investors appear especially

attracted to Nestld, which contrasts

with the seemingly secular dedineof
their own food manufacturers. NesBfe

still appears to retain considerable

growth potentiaL

Since 1985, Nestfe has spent niSsr

on acquisitions which have.yetio bear
full fruit There may also be scope:for

more. Philip Morris’s determination to

defend its home turf hi US tobacco

may mean that European food assris

become cheaper. Nestlfe’s greatest vol-

ume growth is likely to come foam
developing markets. It is well-placed

in foods in the Far East and Sooth
America. While European markets
remain soft and US competition fierce

Nestte seems likely to bask in the soo-

shine. Unilever's shares, which have
flagged recently, may be better geared <

to recovery given its greater industrial

interests. I

Eurotunnel

UK Dairy Sector
The uncertain fixture of the UK's

£3bn milk industry as the Milk Mar-
keting Board begins its death throes is

unsettling investors. The share prices

of both Northern Foods and Unigate
are curdling as a consequence.
The fear is that the demise of the

Milk Marketing Board will simply

Nestle
Worry about brand values has bat-

tered the shares of consumer products
companies. The once-dtiU Nestle,

though, has emerged relatively

unscathed. Its geographic and product
spread underscores its defensive
attractions. But the company has also

been promoting its expansionist ambi-
tions as it raises SFrlJUm of fresh

equity and seeks a New York listing.

The time has come for Eurotunnel
to break the impasse bedeviQmg'ife.

relationship with its builders; The dfc
agreement over £l.4bn of cost 'over-

runs has already besnfoxfced the repur
tattoos of both parties. It is now in

danger of inflicting real financial dam-
age too. Eurotunnel’s shareholders,

who are unlikely to receive a dividend
«wtfl the next century anyway, will be !

severely disadvantaged if the tunnel’s

opening is delayed further. With huge
debts to he serviced, -Eurotunnel's

tankers cannot remain disinterested.

Despite the heated rhetoric, the dtf-
j

Terence between, the two parties may
not be great At one stage, Eurotunnel
was prepared to pay £L2bn in papa-

;

and «ish- The outstanding disputed

;

sum may be less than the revenues
j

lost because of delays in opening, j

Eurotunnel would be unlikely to
;

recoup the difference through separate

litigation for damages from the con-

tractors for late opening. It has
already reduced its projected revenues

for 1994 by £244ul That may yet prove
too optimistic.

An agreement would benefit both
parties. Eurotunnel could achieve a
phased opening of services and obtain

operating licences foster than cur-

rently predicted. The 10 contractors,

some of which are strapped for cash,

would receive their money earlier..

This week, Eurotunnel's shareholders

can air their views at the annual gen-

eral meeting. Some seem prepared to

challenge their board's stance ques-

tioning whether the game is worth the

candle. They are surely right to do so.
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